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COLONEL ERIC GORE BROWNE 
(Whose election as Chairman of Glyn Mills & Co. has been announced) 
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“We take this opportunity of inform): 
you that in spite of the whole building being totally 
destroyed by fire, the Strong Room, which you built, 
was perfectly sound and the contents were absolutely 
in perfect order and undamaged. 

“We are pleased to give you this testimonial.’ 
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A Banker’s Diary 


Or all the financial arrangements made during the war, Canada’s 
strikingly generous gift of $1,000 millions to this country came 
Canadian Nearest to being an expression of President Roosevelt’s 
Aid— principle of ‘‘ equal sacrifice,’ as set out in the fifth 
New Form [Lend-Lease Report. Thanks to the satisfactory 
shipping position, which made it possible to transport supplies from 
Canada in greater volume than was expected, that gift did not 
suffice to meet our requirements for the whole of the present financial 
year but was virtually exhausted by the end of 1942. The gift itself 
is not to be renewed, but Mr. Llsley has announced fresh financial 
arrangements equally generous in conception and which are very 
nearly equivalent to a renewal of the gift. Canada is to set up a 
War Supplies Allocation Board, to which the Canadian Parliament 
is asked to appropriate $1,000 millions to provide funds for the 
production and transfer of essential supplies. An essential feature 
of the proposal is that “it shall be a good and sufficient considera- 
tion for transferring war supplies to other of the United Nations 
that such supplies are to be used in the joint and effective prosecution 
of the war.’”’ It is Canada’s national duty and privilege, said 
Mr. Ilsley, to share her abundant supplies with her Allies. No 
financial impediment should be allowed to interfere with “ this 
sensible sharing of our war production ’”’; and the conditions under 
which supplies are made available “‘ should not be such as to burden 
post-war commerce nor lead to an imposition of trade restrictions 
or otherwise prejudice a just and enduring peace.’’ Supplies required 
by other members of the United Nations in excess of their means 
of payment in Canadian dollars, in other words, will be made avail- 
able, not only without any immediate payment but also without 
any post-war obligation on the recipient—which sounds very much 
the same thing as an outright gift. 


CANADA wishes to continue to send her supplies not only to this 
country, but also to Russia, China, Australia, New Zealand and 
other members of the Commonwealth. One effect of 

Canada this new arrangement, therefore, will be that other 
page can Dominions will be able to apply direct to Canada for 
their requirements, instead of purchasing Canadian 

dollars through the intermediary of this country. Since the gift of 
$1,000 millions to this country alone lasted only nine months, it is 
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clear that the new appropriation of $1,000 millions will probably 
require to be renewed within an even shorter period. In the mean- 
time, two special measures are being taken to meet this country’s 
Canadian dollar requirements for the remainder of the present 
financial year. In the first place, Canada is to take over all British 
interests in Canadian war plants, in which the British Government 
has invested over $200 millions, apart from United Kingdom 
interests in privately-owned factories. Funds for this transfer, 
which will meet our immediate deficit of Canadian dollars during 
the remainder of this fiscal year, will be requested in a supplementary 
War Appropriation Bill. In addition, Canada is to meet the full cost 
of pay and allowances for Canadian Air Force personnel serving 
overseas in R.A.F. squadrons, while the expansion of the Canadian 
Air Force squadrons overseas will have the effect of increasing 
Canada’s war expenditure in sterling in the United Kingdom. 
thereby indirectly providing us with additional Canadian dollars. 


IN some quarters, the new $1,000 millions appropriation has been 

referred to as Canadian ‘‘ Lend-Lease.”’ This is incorrect; for 

unlike Lend-Lease supplies, Canadian deliveries will] 

Effect on not carry any post-war obligation. Like Lend-Lease 

a lies, howe ds so received will be excluded 

Returns SUPPlies, however, goods so received will be exclude 

from our own revenue returns. It will be recalled 

that the {225 millions gift was brought into revenue. The effect 

of the new measure will thus be to reduce our apparent war expendi 
tures by the equivalent of some £300 millions a year. 


THERE has been some discussion recently of the rather surprising 
fact that American war costs, if converted into sterling at the official 
rate, are often considerably higher than in this country. 

The Future Jt js well known that the pay of the American Forces 
pn. is roughly double the sterling equivalent on this basis. 
Expenditure also on many items of war equipment 

would have to be converted at rates of $8, $10 or even more to 
obtain the British equivalent in real terms. This disparity has even 
led to the suggestion that after the war sterling should actually 
appreciate against the dollar, say to some such rate as $6 to the f. 
So far even as industrial costs are concerned, it would be most 
dangerous to argue from the present situation to a peace-time 
economy. Thanks to mass production methods, the United States 
has always been able to support a very much higher wage structuré 
than this country, while at least maintaining her competitive position. 
If this is not true of war production, it is probably for the reason 
that the American war effort is only just emerging from the transi 
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tional state, whereas in many industries this country has at last 
got down to a mass production basis seldom achieved in normal 
times. There is little evidence that American costs have risen 
during the war appreciably more than British costs. For example, 
the index of hourly earnings in the United States rose by some 
38 per cent. between 1939 and the end of 1942, while Prof. Bowley’s 
index of wage rates shows an average increase of 32 per cent. between 
August, 1939, and January, 1942, some of the largest increases 
having occurred in exporting industries: for example, cotton 
43 per cent., wool 38 per cent. and coal 58 per cent. 


IT would in any case be absurd to suggest that a reasonable relation- 
ship between sterling and dollar can be deduced merely by a com- 
; parison of industrial costs. The equilibrium level 
Gapin obviously depends on the respective balances of pay- 
oe of ments; and, in the case of sterling, on the balance of 
yments : 
payments of the sterling area as a whole and not merely 
of this country. The fundamental changes due to the war are quite 
clearly the facts that we shall have to face, as the Chancellor stressed 
in his recent statement, a considerable loss of overseas investment 
income and a difficult position in relation to our export trade, due 
to the industrialization of overseas countries. Even the loss of 
sterling investments aggravates this country’s dollar problem, since 
it could mean that some Jimpire countries might no longer offer us 
their dollar surpluses in order to obta‘n sterling. And the temporary 
loss of Malaya’s dollar income is an adverse factor for the sterling 
area as a whole. 


Considerations of this kind have led some people to go to the 
opposite extreme and look for a catastrophic depreciation of sterling. 
Some buying of international securities, for example, seems to have 
been based on this assumption. This view, again, would quite 
certainly be over-pessimistic. Prof. Pigou has recently pointed out, 
for example, that although the last war encouraged the industrializa- 
tion of primary countries, it also led to a large expansion in agri- 
cultural production, so that the terms of trade actually turned in 
favour of this country. For this, admittedly, we eventually paid 
by a slump in our export industries; but that was due, as Prof. 
Pigou points out, chiefly to the restrictionist atmosphere of the time. 
On this occasion, as he suggests, it would be reasonable to look for 
less rather than more restriction. This is, of course, the crux of the 
whole problem. Provided the United States is willing to lower its 
tariff, this would solve the dollar problem of the whole world and 
do more than any other single measure to promote an expansion of 
international trade. 
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[IN these days of black market exchange rates and rates fixed under 
clearing agreements, the recent decision by the Judicial Committee 
of the Privy Council in the case of Marrache v. Ashton 
Exchange iS Of more than passing interest. The question there 
Contracts— at issue was to fix in sterling the measure of damages 
A Legal for failure to implement a contractual liability to pay 
Point in Gibraltar a stipulated number of pesetas. The 
official rate of exchange fixed under the Clearing Office 
(Spain) Order, 1936, was 42.25 pesetas. The rate used by the 
Spanish Customs for tourists and labourers entering Spain from 
Gibraltar was 53 pesetas, and there was a free and apparently 
flourishing black market in Gibraltar at around 132 pesetas. 

It was argued that under Spanish law peseta notes circulating 
outside of Spain were not recognizable as part of the legal currency 
of the country. The Privy Council held, however, that they were 
not concerned with this aspect of Spanish law, which was only to 
be referred to for the purpose of ascertaining what in Spain was 
legal tender for the payment of so many Spanish units of account. 
[he place for the performance of the obligation was Gibraltar, 
where peseta notes were not legal tender. They had, therefore, to 
be regarded as a commodity and the only question that fell to be 
decided was what amount of sterling was required in order to procure 
the stipulated amount of pesetas in Gibraltar. Their Lordships 
found there was a market in Gibraltar for the sale and purchase of 
such Spanish currency, and the market rate—that is, the black 
market rate—of 132 pesctas was the rate to be applied. 


WHEN USS. sterling area accounts and free sterling accounts were 
recently concentrated into registered accounts, it was widely 
' suggested that a real benefit had been conferred on 
Pl holders of sterling area accounts by guaranteeing the 
Ae isd conversion of their balances into dollars at the official 
rate. The extent of this benefit is difficult to perceive, 

since the majority of items accumulated on sterling area accounts 
represented dividends from sterling securities ; as such they were 
already transferable into registered sterling, and therefore into 
U.S. dollars at the official rate. In this respect, therefore, the new 
arrangement merely alters the form, but does not affect the substance. 
So far as the old free accounts are concerned, the amounts so held 
were probably fairly small. It may be noted that it was the practice 
for such vostro balances to carry interest, whereas on the new regis- 
tered accounts such interest is not permitted. The advantage of 
this ban is not recognizable. Presumably, the absence of any reward 
of interest is meant to stimulate these liquid funds into some form 
of permitted investment, of which the most likely would be gilt-edged 
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securities. In this form, the funds would be hardly less liquid, 
since such investment would carry the right of resale without further 

ermission. In addition, the interest on such investments—at a 
rate higher than that earned on the ordinary free accounts—would 
be transferable at the official rate. It would therefore seem that the 
net effect of the prohibition of interest payments on vostvo balances 
in the form of registered accounts is, if anything, to increase and 
not to lessen the strain on the exchanges. 


For som? time, the American Bankers’ Association and the New 
York State Bankers’ Association have been working on suggestions 
; for a uniform type of earnings report, which they are 
ere ¢ recommending to banks throughout the United States. 
Earnings [” this work, the Central Hanover Bank played an 
important part, and its President, Mr. William S. Gray, 

jun., was in consultation with the committee concerned. In its 
end-1942 statement, the Central Hanover Bank has now taken the 
lead towards fuller disclosure of earnings in the standard form. 
The completeness of the disclosure will be of considerable interest 
to banks in this country. The statement shows, on the one hand, 
operating income, subdivided into (1) interest and discount on loans, 
(2) interest and dividends on securities, and (3) commissions, fees 
and other income; on the other hand it shows operating expenses, 
subdivided into (1) salaries, (2) general expenses, and (3) depreciation 
on banking houses. It is interesting to note that net earnings of 
$6,048,000 (corresponding to the figure in our own bank statements) 
are little more than one-third of the total operating income of 


$17,254,000. 


DurRING January, the inflow of Revenue to the Exchequer amounted 
to £378 millions. Yet less than {25 millions of this was transferred 
mn by the redemption of tax reserve certificates, although 
eine this issue has now been on sale for well over a year 
anaving and the total outstanding at the end of 1942 was as 
£500 millions high as {£470 millions. New subscriptions to tax 
certificates during January, moreover, were more than 

£48 millions, so that the total outstanding actually rose by a further 
£24 millions during the month to {494 millions. On January 1, 
of course, large tax payments are nominally due and it becomes 
possible to take up tax certificates for fresh commitments maturing 
within two years. At the same time, such heavy subscriptions 
during the peak revenue period are evidence both of the high liquidity 
of the system and of the attraction that tax certificates hold for 
certain classes of taxpayer. The growth of the tax certificate issue 
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is summarized in the following table :— 
TAX CERTIFICATES 


Net Outstanding 
Raised Redeemed Subscriptions (end of month) 
£m. £m. £m. £m. 

1941 —December 16.8 — 16.8 16.8 
1942— January a 83.2 a 83.2 100.0 
February - 51.0 -- 51.0 I51.0 
March .. ‘4 40.9 0.4 40.5 Igl.5 
April .. a 19.9 1.3 18.7 210.2 
May .. sin 39.8 a4 59.3 247 .3 
June .. ia 36.3 1.8 34.5 281.8 
july .. ‘a 33-4 s.9 29.7 311.5 
August és 44.8 9.4 35-4 346.9 
September... 40.0 9.5 30.5 377-4 
October " 42.4 2.8 35.2 412.5 
November... 26.1 5-5 20.6 433-1 
December ii 47.1 10.2 36.9 470.0 
1943—January “. 48.7 24.7 23-9 493-9 


WITH the increased need for liquidity due to war-time uncertainties, 
it was to be expected that the additional credit created during the 
earlier stages of the war would be held on current 
Deposit and account rather than on deposit account. But it is 
oe, somewhat surprising that this trend still shows no 
sign of being reversed. Clearing bank deposits at the 
end of 1942 were exactly £300 millions higher on the year at 
£3,629 millions, but deposit accounts had risen only £39 millions 
over the twelve months. The relative movement of current accounts, 
deposit accounts and total deposits over the past five years is shown 
in the following table : 


CONSTITUTION OF BANK DEPposiITS 


Total Current Deposit and other 
Deposits Accounts Accounts 
Average : £m. £m. £m. 
1938 .. a sh “a 2,277 1,244 1,033 
1939 .. a ee js 2,248 1,252 996 
1940 .. és a6 v 2,506 1,487 1,018 
I94I .. oi ie ‘a 2,970 1,885 1,085 
1942 .. a ‘i ni 3,275 2,148 1,128 
% % % 
Increase 1942 on 1938 ea 44. 73 9 
Proportion of total : 1938 - 100 55 45 
1942 ot 100 65 35 


It will be seen that in 1942 total deposits were 44 per cent. higher 
than in 1938, current accounts 73 per cent. higher and deposit 
accounts only g per cent. higher. In consequence, deposit accounts 
now represent only 35 per cent. of outstanding clearing bank credit, 
against 45 per cent. in 1939. 


~ 


~~ 


> @& 


ar DOOwW 


_— 


~ 


eetiliiei ee 


A BANKER'’S DIARY 157 


No separate figures of subscriptions to the new {1 savings certificates 
have yet been issued, but the indications are that the response has 
: been on a disappointingly small scale. Small savings 
Savings in the aggregate have shown a welcome expansion 

Trends 

since the turn of the year, receipts in the six weeks 
to February 16 aggregating over {98 millions. Almost half of this 
total, however, is accounted for by the increase in savings bank 
deposits, which have been accumulating at the rate of close on £8 
millions a week. Sales of savings certificates, on the other hand, 
have been running at just under £6 millions a week, of which not 
more than a third is likely to represent subscriptions to the new 
series. To view this result in perspective, it must be remembered 
that in October last, as the Chancellor disclosed, over 750,000 persons 
already held their full quota of the original certificates, so that 
potential subscriptions to the new series at that time would already 
have been over £187 millions. 

On small savings in general, Mr. Charies Madge has recently 
collected, under the auspices of the National Institute of Economic 
and Social Research, some remarkable data. His figures show an 
extreme inequality in the distribution of small savings. According 
to his sample, nearly one third of total National saving comes 
from no more than 3 per cent. of families, who are saving more 
than 25s. a week. Well over half of total saving comes from only 
g per cent. of families, saving more than ros. a week; and over 
three-quarters from the 18 per cent. of all families saving more 
than 5s. per week. Of every 100 families, 44 were not contributing 
at all to national saving. Indeed, the general conclusion is that 
families scarcely save at all until they have an “ excess income ”’ 
of at least {2 Ios. a week after payment of rent, taxes, state in- 
surance, travelling expenses, food, fuel and clothing—which is 
equivalent to saying until they have a gross family income of at 
least {6 10s. a week. Not all families with this substantial margin, 
moreover, are heavy savers, though, on the other hand, some of 
those with smaller incomes do make substantial savings. 


A FALL of £8 millions in bank investments was the most interesting 
feature of the January clearing bank returns. From time to time, 
the upward trend in the investments item has been 
Decline in momentarily checked but this is the first substantial 
Bank . . 
Investments COMtraction since before the war began. The move- 
ment is the more striking in that it coincides with a 
sharp fall of {14 millions in advances, so that an actual increase 
in investments would have been needed to maintain the combined 
total of the two main earning assets (though transit items may 
largely explain the fall in advances). The drop in investments does 
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not indicate actual bank selling of securities but is almost certainly 
connected with the recent Indian vesting order. Even so, the 
failure to replace these securities suggests a desire to “clear the 
decks ’’ in preparation for the coming ‘‘ Wings for Victory "’ week 


in March. 
1943 Change on: 
January Month Year 
£m. £m. £m. 
Deposits alk Pa mer 3,570.6 - 52.0 + 354.8 
Cash .. ni » ‘ 378.9 — 1.5 +- 48.7 
Call money .. aa wa 145.8 - 3.6 + 28.2 
Discounts 7 iis es 197.4 O.1 t 40.4 
SARL. ei ‘i sc 935-0 + 39.5 + 196.5 
Investments .. és ie I,112.2 8.0 + 104.5 
Advances wi es 758.7 14.1 — 53.1 


The decline of £52 millions in deposits is less than half that in 
the corresponding month of 1942. Indeed, the month’s fall is more 
than accounted for by a contraction of {54.6 millions in cheques 
and balances; and as the “items in transit ’’ shown by the only 
two banks that segregate this item also fell from {20.9 millions to 
£14.1 millions, the indications are that “ true’’ deposits actually 
rose substantially during the month. The contrast with January, 
1942, is mainly due to the fact that in the latter month tax certi 
ficates had only just been placed on the market and net subscriptions 
amounted to £83 millions, compared with only £24 millions in January 
this year. 


AFTER the usual reflux during January, the note circulation is once 

again trending upwards. From the end-January low, withdrawals 

- . in the three weeks to February 17, as shown in the 

Rising Note table below, amounted to £6,851,000, or only slightly 

Circulation ‘ore than in the corresponding period of 1942 : . 
ANALYSIS OF BANK RETURNS 


Note Bankers Total Government 
Circulation Deposits Deposits Securities Reserve 
fm. {m. £m. £m. £m. 
January 27... go8.1 175.9 ees ie 183.3 42.9 
February 3... QII.3 139.5 205.7 158.2 39.9 
‘i BO 914.0 142.6 206.6 163.9 a7..3 
PS 17 914.9 149-5 215.4 173-9 360.2 


It will be seen that the Reserve in mid-February was down to 
£36 millions. Withdrawals on the same scale as in 1942 would call 
for a further increase in the fiduciary issue in the first half of May. 

At the end of January, the Banking Department’s security 
holdings were exceptionally high as a result of special buying of 
bills, and the subsequent contraction in the credit base merely 
restored bankers’ deposits to a normal level. Even so, conditions 
in the money market were far from comfortable, owing to heavy 
tax transfers, and special buying was again needed. 
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The Need for Equal Sacrifice—NVow 


(By a Correspondent) 


N the fifth Lend-Lease report the American Administration laid 
| down the principle that in the post-war settlement of accounts 

between the United Nations a country should not be considered 
a debtor merely because it had received more goods from the others 
than it had supplied ; the test should rather be the proportion of 
its national production which it had devoted to the war effort. 
This thesis was examined in two articles in the September, 1942, 
and October, 1942, numbers of Ti: BANKER, in which it was pointed 
out that the proposed test was still far too narrow, and that a whole 
range of sacrifices and contributions to the common war effort 
must be brought under review as well as actual production, such as 
the losses due to the scorched earth policy. The promised gift of 
{10 millions from this country to Malta may perhaps be regarded 
as a first application of the principles thus elaborated, since Malta 
will certainly have received more goods than she has exported, and 
the proportion of her production devoted to the war effort may 
not be exceptionally high. 

There is, however, one further and very important point to be 
made in this connection. Equity will almost certainly demand some 
post-war settlements between the United Nations, based on the 
sort of considerations discussed in earlier articles (however difficult 
these may be to evaluate in practice). But the successful prosecution 
of the war demands that the more fortunately placed of the United 
Nations should make as much as possible of their share in the 
sacrifices during the war, rather than take things relatively easily 
now on the strength of a promise, however sincere, to “ pay the 
difference after the war.’’ Promises of help in the post-war recon- 
struction of the afflicted countries are welcome, but to make these 
effective victory must first be won by sacrificing civilian comfort 
to the needs of the war effort. To put it harshly, we can no more 
allow the fortunate nations to buy exemption from their share in 
the fighting and drastic war-time “ belt-tightening ’’ by promises 
to rebuild Warsaw than we can allow a millionaire to evade con- 
scription or rationing by surrendering half his fortune to pay off 
war bonds. 

This means, in effect, that the United Nations ought reatly to 
start making comparisons now, so that those which come out badly 
from the test can take action immediately. These comparisons 
should be based on a review of the levels of consumption (and leisure) 
which are allowed to prevail in the various countries despite the 
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claims of the war, rather than on a comparison of the proportions 
of production devoted to the war effort as the Lend-Lease report 
might imply. Not only are the latter very difficult to evaluate, 
but the problem is not: “How much are you contributing ? ” 
but : “ Are you contributing as much as youcan ?”’ And the answer 
is most easily found by examining what a nation has got left. 

It must be admitted, of course, that making these comparisons 
is an invidious task, quite apart from the practical difficulties dis- 
cussed below, but the necessities of war demand that they be made, 
at least in a rough and ready way. It may be attractive to declare 
that the honourable character of the Allies renders this work 
unnecessaty because, in the words of the Lease-Lend report, “ All the 
United Nations are seeking maximum conversion to war production, 
in the light of their special resources.’’ Unfortunately, this statement 
is only true if we add the proviso “ subject to the maintenance of 
civilian consumption at the standard which they consider essential.’’ 
The important point is that this “essential minimum”’ is not 
something absolute, which nature has decreed and nothing can alter, 
but something on which official views have varied greatly both 
through space and time. Thus our own war effort could have been 
developed much more rapidly if we had released shipping for the 
purpose by abolishing white bread and adopting our present ration 
scales in 1939 instead of 1942, or if we had released labour by 
enforcing the present clothes ration at the outbreak of war. Similarly, 
anybody who compares our present level of comfort with conditions 
in Russia, China or the occupied territories can hardly deny that 
there is still room for further sacrifice before we can claim parity 
with these allies ; and on the other hand it would be false modesty 
to deny that the united war effort could be advanced if the United 
States and the Dominions were prepared to be as strict as we are. 
There is a clear need for agreeing on more uniform standards, instead 
of leaving it to each nation to judge its own case independently. 

This brings us to the question of how to make these comparisons ; 
the above general conclusions about the present position can hardly 
be challenged, but we want some more precise test to tell us how far 
the more favoured nations should tighten their belts before they 
can be acquitted of any undue softness. There is firstly the funda- 
mental question whether the countries which normally have larger 
real incomes should reduce their consumption down to the level 
of the poorest, or whether, in deference to their past standards, 
they should get off with a cut by the same proportion. On this 
there is little that can be said within the scope of an article except 
that in practice there may have to be some sort of compromise, 
on the lines similar to a progressive income-tax, but that the onus 
should always be on the richer nations to establish a case for this, 
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rather than for the egalitarian principle of ‘‘ equal rations for all.” 
[t is worth noting that with durable goods (e.g. clothing) the richer 
nations would still be better off even if supplies of new articles were 
reduced to the level of production in the poorer countries, because 
they have the use of larger stocks (wardrobes). Where rations 
within a country are differentiated on an assumed basis of need, 
moreover, it is by no means always the people whose high incomes 
had made them “ accustomed ”’ to buy more who receive the larger 
amounts. 

We may perhaps assume, then, that we are aiming at something 
like equal levels of consumption, with only a limited regard to the 
varying degree of reduction from previous standards which this 
imposes on each nation ; as between the English-speaking allies this 
sort of “‘ international rationing of total consumption ”’ on a flat 
rate basis is in any case a good first approximation since the varia- 
tions between their peace-time real incomes were not great enough 
to create the sort of difficulties that arise in a comparison between 
(say) this country and China. The next problem is how to apply 
the ‘equal ration’’ test. Obviously, we cannot expect equal 
supplies of each separate commodity to prevail in each country : 
not only do real needs differ somewhat, but shipping difficulties 
which make certain things particularly scarce in one country may 
actually cause abundance in others. It would not be sensible to 
require Australians and Americans to go without bananas and 
reserve oranges for children merely because we do so. 

It would be logical in theory to go to the other extreme and say 
that nothing is relevant except a single all-embracing comparison 
of total consumption of everything—whether food or non-food, and 
including services as well as goods, and probably leisure also. This 
ambitious procedure would, however, raise a vast number of practical 
difficulties. It would not be satisfactory merely to compare total 
civilian consumption expressed in money terms, even if it were 
possible to convert the figures for all countries to a common price 
basis ; money values in war-time bear but a faint relationship either 
to consumers’ needs or to the real value of the productive resources 
needed to provide the goods. The apparent simplicity of the single 
comparison disappears as soon as we start trying to make allowance 
for the greater hardship involved in being below the average by 
(1 per head on sugar rather than on entertainment, or to allow 
lor the special need of the Americans for some civilian motoring 
(or else new bicycles) because they were so dependent on private 
cars, and so on and so on. It seems better to abandon the attempt 
to cover the whole field in one sweep since this would take so long 
to complete and meanwhile action would be held up. Instead, we 
should divide it into sectors which are reasonably self-contained, 
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and take these one at a time, starting with those which are easiest 
or in which the issues at stake are greatest from the point of view 
of helping the war effort. Admittedly there is no logical reason 
why all the countries should adopt exactly the same standards in 
each of these sectors rather than balance a higher standard on one 
against a lower on another ; but in total war there ought not to be 
very great differences on any of the broad sectors, so there is no need 
to wait for the whole job to be completed before taking any action. 

The sort of divisions which might be made are (1) food; 
(2) clothing; (3) household equipment of all kinds (furniture, 
crockery, cooking utensils, household textiles, etc.); (4) fuel: 
(5) ‘‘less essentials’ (e.g. toys, toilet preparations, recreational 
facilities, fancy goods, perhaps tobacco) ; (6) services of all kinds, 
including shopping facilities, travel facilities, laundries, domestic 
service, etc. ; (7) the extent to which the nation is allowed time for 
recreation and running its homes (this would cover not only holidays 
and working hours, but also the employment of married women 
and old or young people). 

Even if space allowed, it would not be possible to say much more 
without the secret information which would have to be reviewed by 
Combined Boards for each sector. In the case of foodstuffs, it is 
perhaps particularly necessary to emphasize that the objective is 
a roughly comparable diet, taken in the aggregate, for each country, 
whether producer or importer. The fact that an improvement in 
diet above this level could be obtained at less cost to the war effort 
in America than in britain owing to the shipping position does not 
mean that there would be no cost at all, and strictly speaking it 
provides no justification for using man-power, internal transport, 
etc., to secure it ; in practice it may be difficult to apply this doctrine 
too literally, but if it is relaxed in any case, then that country 
should be stricter in some other sector. Where the limit to consump- 
tion of a particular food is not so much shipping as total supply 
(e.g. on meat, cheese or tea), then clearly the producing countries 
have no more claim to a larger share of 1t than the coal-producing 
areas in this country have to a larger share of fuel. With these 
principles in mind a Combined Food Board of the United Nations 
should be able to assess a common standard, varying with physio 
logical needs, and tell each country roughly how far above or below 
this it is. 

We may perhaps consider the case of clothing for a moment 
to see what sort of considerations arise in the other sectors. Here 
it would be far easier to secure more or less equal supplies in each 
country, since the limiting factor is not so much shipping as labour. 
This fact is not as widely appreciated as it should be, especially by 
people who accept clothes rationing but object to the rationing 
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of fuel ‘‘ because there is plenty of coal in the country and all you 
need is enough people to dig it out.’’ Yet it is really beyond question. 
Thus we know that the output of cotton goods is limited by labour 
shortage, not raw material, to such an extent that labour is being 
directed back into the industry ; and in his foreword to the 1942/43 
Clothing Quiz the President of the Board of Trade summed up the 
results of the first year of clothes rationing by saying that it had 
saved 250,000 tons of imports and released 400,000 workers. The 
former is a welcome contribution, but it is very small in gpg 
for example, with the 2,000,000 tons saved by importing dried eg 
instead of feeding-stuffs for poultry—a procedure which ams 
very little hardship on the consumer. To release 400,000 workers 
however, without taking account of any saving in the distributive 
trades, is an enormous contribution to the man-power problem. 
[t is move or less correct to say that the size of the clothes ration 
shou! ps decided almost exclusively in relation to man-power 
requirements, with only a slight reference to raw matcrial proble ms. 

[t scems therefore that the logical arrangement would be to 
have a more or less equal ration in each country. It might even 
be possible to put an end to any disputes about the matter by 
making the rationing systems virtually identical, since with an 
all-embracing points system local tastes can be reflected simply in 
the use people make of their coupons. With clothing, even more 
than with food, there should be no question of one country’s having 
a higher level of consumption “ because the supply position is better 
there.”” In wartime, labour should be scarce everywhere, but if 
for example the reduction of American consumption to the level 
of the British ration threatened to create a surplus of specialized 
labour which could not be absorbed, then this could be used to 
produce clothing (either military or civilian) for export to Britain. 
Consignments of cotton cloth (or even cotton shirts) would occupy 
no more shipping space than the corresponding amount of cotton, 
so that there would be no off-set at all to the release of British labour 
for which there is an urgent demand. 

Although there is such a strong case for equal supplies of clothes 
in each country (apart from possible allowances for climatic differ- 
ences), the actual supply seems to vary greatly. There is a com 
prehensive rationing scheme in existence in this country, Australia 
and New Zealand, and a comparison of these (made in the appendix) 
shows that the Australian ration is some 40 per cent. greater than 
ours and the New Zealand one even more generous. The United 
States, Canada and South Africa have no rationing scheme at all, 
and it must be assumed that supplies there are far greater than in 
this country. The statistics of retail trade certainly show large rises 
compared with pre-war, whereas the value of apparel sales in this 
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country is about at the pre-war level; the high level of American 
stocks is particularly significant as showing that sales have not 
been held down by shortage of goods. On the other hand, lest we 
become too puffed up by our apparently virtuous record, there seems 
to be almost no production of civilian clothing at all in the Soviet 
Union, though data on this subject is astonishingly scanty. 

There is no special reason to suppose that comparisons for sectors 
other than clothing would yield different results, and the moral seems 
clear. That life should become harder the nearer one goes to the scene 
of battle may be politically understandable, but to accept it as 
inevitable is completely contrary to the idea of all-out collaboration 
in total warfare. It is time that the more fortunately placed nations 
began to revise completely their ideas of ‘‘ an essential minimum for 
civilians.” 


APPENDIX 


The size of the British, Australian and New Zealand clothes 
rations may be compared by taking a list of articles which might 
be purchased by 100 Britishers with their coupons and seeing how 
many coupons these would require in the other two countries : 


ASSUMED ANNUAL PURCHASES PER HUNDRED HOUSEWIVES 








| Number of Coupons required 

Garments | British Australian N.Z. 

Coats, mackintoshes .. wa 30 480 750 350 
Dresses .. a oe es 85 700 1,050 340 
Blouses, jumpers, etc.. . " 50 250 300 125 
Skirts .. i eG wa 30 180 210 go 
Aprons .. se ws . 100 200 500 100 
Nightwear ; a iss 30 200 360 120 
Corsets and brassieres. . “a 60 140 200 140 
Vests and knickers... 5 250 750 1,000 500 
Stockings st 500 1,100 2,000 600 
Shoes sd | 150 750 1,200 450 
Low-heeled slippers | 10 40 50 oO 
Handkerchiefs . . as an 200 | 50 O 50 
Knitting wool (ounces) al 400 200 200 200 
Towels and tea-towels 60 100 oO 40 
Hats. wt ; Y 50 oO 150 15 
Blankets, sheets, etc. . 10 oO oO 55 
Total coupons needed | 5,140 7,970 3,175 

Coupons possessed . . 5,140 II,200 5,200 

! 


rhe result would not be greatly affected if the coupons were assumed 
to be used in some other way. The provisions about supplements to 
manual workers and reduced pointings for working clothes differ 
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considerably, and it is hard to assess their importance from published 
data ; it seems better, therefore, to take the women’s rations, where 
these factors are of less importance. Certain items which are 
unrationed here require coupons in one or both of the other countries, 
so an assumed amount has been included of these. 

By comparing the coupons required for this standard assortment 
with those possessed, we see that the Australian ration is some 
40 per cent. above the British and the New Zealand one some 65 per 
cent. A similar comparison for men, making allowance as best 
one can for the varying concessions to manual workers, also shows 
Australia about 40 per cent. above Britain, but New Zealand’s 
advantage seems to be about 80 per cent. 


Competitive Currency Appreciation 
By Paul Einzig 
" E want an orderly and agreed method of determining 
Wie value of national currency units to eliminate unilateral 
action and the danger which it involves that each nation 
will seek to restore its competitive position by exchange deprecia- 
tion.’’ This statement was made by Sir Kingsley Wood in the course 
of the debate on economic policy in the House of Commons on 
February 2, 1943. It indicates that the Treasury anticipates a 
currency depreciation race after the war. Had the remarks been 
uttered ten years ago no fault could have been found with them, 
for competitive currency depreciation was undoubtedly the chief 
currency problem of the early and middle ’thirties. In the meantime, 
however, the fashion has changed. Now it is competitive currency 
appreciation that is the danger, not competitive currency deprecia- 
tion, and it is most disquieting that the Treasury has failed to realize 
this very obvious change in the underlying trend. 

In all the trade negotiations between Germany and continental 
countries during the past five years, the most controversial point 
was the exchange rate to be fixed between the two countries. Each 
party would try to secure the highest possible exchange value for 
its own currency in relation to the currency of the other. On every 
occasion, Germany insisted on the devaluation of the currencies of 
other continental countries in relation to the Reichsmark, while the 
other countries resisted this demand to the best of their ability. 
After the conquest of a number of these countries, Germany’s first 
move was to force them to devalue their currencies. Germany’s 
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object in pursuing this course is evident. If the Reichsmark ap- 
preciates in terms of francs, gulders, dinars, lei, drachmae and so on, 
it means that Germany is able to obtain a larger amount of imports 
in exchange for the same amount of her exports ; or alternatively 
that she is able to import the same amount of goods in exchange 
for a similar amount of her exports. In other words, an appreciation 
of the Reichsmark tends to change the terms of trade in favour of 
Germany. 

Germany has certainly taught the world that it is futile to try 
to stimulate export trade through a depreciation of the national 
currencies, since it only changes the terms of trade against the 
countries concerned, which have to export more of their national 
products in order to be able to pay for the same amount of imports. 
Yet the Tre asury still seems to be thinking in terms of a currency 
depreciation ““" [t still imagines that other countries have failed 
to realize the foolishness of giving away more of their national 
products than is pe ly necessary in order to be able to import. 
[f only Whitchall had followed closely the trend of German trade 
negotiations on the Continent and of German exchange rate policy, 
it would be aware that, so far from having to fear a currency depre- 
ciation race after the war, there is every likelihood of a currency 
appreciation race. The following instance confirms this change of 
trend. In January, 1942, Denmark was allowed to increase the 
exchange value of the krone by 7 per cent. Thereupon, Switzerland 
immediately retaliated by raising the value of the Swiss franc against 
the Danish krone to a corresponding extent. In the middle ’thirties 
such a thing would have been simply inconceivable. This single 
instance should have sufficed to make the Treasury realize which 

way the wind blows, even if its experts have been asleep during the 
last five years. 

It may be argued that competitive currency appreciation is 
confined to countries which have adopted the system of bilateral 
trade, or that it only works amidst the very special trade conditions 
existing between Germany and her “ Lebensraum.”’ As a matter of 
fact, there is every reason to believe that the trend towards com- 
petitive currency appreciation will be even stronger after the war in 
most parts of the world than it is at present in German-controlled 
Europe. For one thing, as Sir Kingsley Wood himself implied in 
his speech, the public is beginning to perceive the economic realities 
behind the financial facade. It is becoming increasingly evident 
that it is not money but goods that matter. Ten years ago, the 
fashion was currency depreciation, largely because the public, and 
even experts, were unable to see beneath the financial facade. It 
is reasonable to assume that by now most Finance Ministers in 
Europe and on other continents are aware of the unwisdom of 
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depreciating their currencies deliberately for considerations of foreign 
trade. 

Let us take a concrete example: if the franc-dollar rate fixed 
in French North Africa (one dollar equal to 50 francs) were applied 
to Metropolitan France after her liberation, then 5,000,000,000 
francs of French export will enable France to import goods worth 
$100,000,000. If, on the other hand, the French Government were 
foolish enough to devalue the franc to 100 to the dollar, then 
5,000,000,000 francs worth of exports will yield only $50,000,000. 
Should, however, the French Government cause the franc to ap- 
preciate to 25 to the dollar, then the same amount of exports will 
bring in $200,000,000. It seems reasonable to assume that during 
the first few post-war years, at any rate, foreign demand for French 
goods will exceed supplies available for export to such an extent 
that exporters will be able to sell their entire stocks even if prices 
are raised—within reason, of course. Viewed exclusively from the 
point of view of foreign trade, it is evidently more prolitable for 
France to appreciate the franc rather than depreciate it. 

eedless to say, the value of a currency cannot be fixed ex- 
clusively from the point of view of foreign trade. A depreciation 
or appreciation of the international value of the currency is bound 
to produce far-reaching effects on the internal situation and this has 
to be taken into consideration. Our contention is that in so far as 
considerations of foreign trade are allowed to influence the Govern- 
ment’s decision after the war, it will tend to influence the exchange 
rate in an upward rather than downward direction. 

It may also be objected that, while it is true that an appreciated 
currency brings in more foreign exchange for the same quantity of 
exports, it tends, on the other hand, to reduce the exporting capacity 
of the country concerned. By appreciating its currency it increases 
the price of its exports in foreign countries and, therefore, it reduces 
its competitive capacity. The reason why during the ’thirties many 
countries resorted to competitive currency depreciation was in order 
to increase the quantity of their exports. In some, though by no 
means all instances, this increase in quantity was sufficient to com- 
pensate the country concerned for the lower yield per unit of its 
exports owing to the depreciation of its currency. In any case, 
the increase in the quantity of exports tended to create employment 
and so enable the country to rid itself of surpluses which would 
otherwise have been unsaleable. 

Admitting all this, we are still of the opinion that after the war 
most Governments will want to appreciate their currency rather 
than depreciate it, for the simple reason that economic conditions 
have undergone a fundamental change since the ’thirties. Ten years 
ago there was a superabundance of raw materials and manufactures 
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alike. The problem was how to find buyers. After the war, on the 
other hand, there will be an acute scarcity in goods of almost every 
kind. The demand for goods will vastly exceed the supply for years. 
The exporting capacity of most countries, especially in Europe, 
will be limited, partly by the decline in their producing capacity 
and partly by the necessity for satisfying the most urgent needs of 
the population before exporting. Admittedly, every country will 
be keen on exporting in order to be able to import, but there will 
be a limit beyond which it will be unable to produce goods available 
for export. To return to our original example, let us assume that 
France cannot produce more than 5,000,000,000 francs worth of good: 
available for export. This means that even if she depreciated the 
franc to 100 to the dollar in order to be able to sell her products 
cheaper in the United States, she would be unable to increase the 
quantity of her exports and that, consequently, the dollar proceeds 
of the total exports would be lower. In such circumstances, she 
is most unlikely to resort to currency depreciation for the sake of 
her foreign trade. On the other hand, since it is quite certain that 
she is able to sell whatever she produces for export, it might be 
tempting for her to try and obtain more dollars for her exports by 
appreciating the franc in terms of dollars. 

It is true, as we pointed out above, internal considerations may 
influence the Government’s decision. Possibly, the increase of the 
weight of the public debt through an appreciation of the franc 
would deter the French Government from appreciating the franc. 
The relative importance of this consideration is, however, no longer 
as great as it was ten years ago. In the meantime, it has become 
evident that it is possible to maintain a currency permanently at 
an over-valued level with the aid of restrictions. And since during 
the early post-war years, restrictions will have to be maintained 
in any case, it will be tempting to take advantage of them, main- 
taining the exchanges at a level at which the yield of exports in 
terms of imports is the highest. 

Admittedly, the goods famine will not last forever. After a few 
years, the essential requirements will be covered and the increase 
in producing capacity will enable most countries to produce large 
exportable surpluses. Possibly the stage will be reached sooner or 
later at which many countries will become as keen on exporting as 
they were in 1930. Even then, it is by no means certain that they 
will choose competitive currency depreciation as the means fo! 
stimulating their exports. Possibly, they will prefer some form 
of subsidy. 

But let us suppose for the sake of argument that five years after 
the war there will be a tendency towards the resumption of a currency 
depreciation race. Even then our immediate problem is how to deal 
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with the currency appreciation race which we have to face im 
mediately after the war. It may be that Sir Kingsley Wood, in 
pointing out the dangers of a currency depreciation race, was taking 
a longer view and expressed his concern over what he expects to 
take place not in the ’forties but in the ’fifties. If so, he adopts 
the same attitude as the Gilbertian “ Careful Man ’’— 
“In June he wore an overcoat 
To guard against the storm, 
But he took it off in the winter time, 

In case it should be warm.” 
The chances are, however, in this instance, the Treasury has been 
simply caught napping. 

It is to be hoped Sir Kingsley Wood and his advisers will bring 
their ideas up to date and will realize the change in the world trend. 
Otherwise, the Treasury’s representatives will go to the Peace Con- 
ference fully determined to prevent a currency depreciation race ; 
much to their astonishment and delight they will find no trace of 
any effort on the part of foreign Governments to depreciate their 
respective currencies. On the contrary, most of them will insist on 
fixing a high exchange value for their countries. Our Treasury 
experts will be overjoyed and will consider themselves very clever 
for having averted the imaginary danger of currency depreciation 
race. They will be only too glad to agree to claims of high exchange 
values put forward by their foreign colleagues. The result would 
be that sterling would be grossly under-valued and that this country 
and the sterling block would have to give away excessive quantities 
of exports in return for smaller quantities of imports. 

Even from the point of view of the countries concerned, the 
undue appreciation of their currency would bring only passing 
advantages. Once producing capacity and exporting capacity is 
restored, the countries with over-valued currencies will find them 
selves gravely handicapped in international competition. Possibly, 
they will resort to subsidies, but in some instances, at any rate, the 
dificulty will be dealt with by currency depreciation. This means 
that the currency appreciation race of the immediate future creates 
conditions in which a currency depreciation race will become in 
evitable in the more distant future. Thus, even if we take the long 
view, our immediate task is to guard against the currency apprecia- 
tion race. Let us hope Sir Kingsley Wood and his advisers will 
realize this in good time. 
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The ‘Chasiiiec Looks Ahead 


IR KINGSLEY WOOD'S statement on post-war reconstruction 
S's been criticized as not so much a glimpse into the future as 

a glimpse of the obvious. It is true that his discussion of our 
future problems was on lines which are now very familiar. But the 
statement would be important merely as the first indication of the 
lines on which the Government is thinking; it does contain some 
definite indications of future policy, especially on the question of the 
exchanges ; and after some of the curious ideas let loose upon the 
public in recent months, it is reassuring to have it confirmed that 
the Government envisages the problems in the same terms as reason- 
able people outside official circles. 

3y implication, the statement snubs a good many of the fashion- 
able heresies. There is no encouragement to the Twentieth Century 
eccentrics in the reminder that “ no new economic theory or financial 
manipulation ’’ can overcome the inescapable fact that the war must, 
at the outset, leave everybody poorer. Indeed, the further reminder 
that “‘no plans or schemes of post-war economy, wise and pro- 
gressive as they would have to be, could take the place if its expansion, 
efficiency and enterprise,’’ places the emphasis where it properly 
belongs: on financial policy instead of financial machinery and in- 
dustrial efficiency instead of industrial organization. Similarly, 
there is a flat rebuff to the “ deep shelter brigade”’ of the F*.B.I. 
in the unequivocal statement that the post-war monetary system 
must be one in which blocked balances and bilateral clearings would 
be unnecessary. 

On the positive side, the statement necessarily draws a sharp 
distinction between the measures needed in the immediate post-war 
transition period and in the longer term. To avoid inflation in the 
transition period of shortages, the restriction of aggregate demand 
will clearly be necessary, and to this end many of the war-time 
controls must be retained. In particular, the Chancellor mentioned 
the “ control of the release of raw materials and of issues of capital ” 
to ensure that “ capital irrigates developments which are nationally 
the most important.”” With monetary demand greatly in excess of 
the possibilities of supply at prevailing prices, it is clear that the 
relative profitability of alternative investments cannot be accepted 
as a guide to their relative social importance. On the technique of 
regulation, however, one would have thought it an unnecessary 
duplication to maintain both physical and financial controls. In- 
dustry is hardly likely to borrow, or investors to lend, money which 
cannot be physically invested. But if the authorities are able to 
enforce broad priorities in the allocation of materials for different 
purposes, a free capital market can play a useful part in directing 
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funds to the most suitable concerns within an industry. If the 
general framework of control over consumption and investment is 
successfully maintained, of course, then we shall also retain the 
conditions of a closed capital market, in which the Treasury need 
not fear the competition of any issues, such as conversions, which 
do not drain savings away from the market. 

After the conversion of resources from the war effort back to 
peaceful production, the second great problem of this transitional 
period will be the restoration of our balance of payments, impaired 
by the loss of shipping and investment income. For some time at 
least after the war, the Chancellor pointed out, it is improbable that 
we shall be able to dispense with the limitation of imports. Obviously, 
some form of direct control is envisaged, such as import licensing. 
Such control would mercly be the counterpart of the direct controls 
necessitated in the internal sphere by the accumulation of purchasing 
power. Just as capital must be directed to the nationally most 
important projects, so it will be necessary to see that imports are 
of the kind most urgently needed. This would fit in with the 
Chancellor’s suggestion that it may be necessary to continue the 
stabilization of the cost of living. In the conditions envisaged, the 
limitation of imports could not be left to the automatic selection 
resulting from a depreciation of sterling to its equilibrium level. 
International cooperation will clearly be needed to persuade other 
countries that the projected control of imports is not of the kind 
that would justify retaliation against our exports. 

Since the alternative method of limiting imports by allowing 
sterling to depreciate would also give a strong artificial stimulus to 
our exports, there is some hope that other countries can be induced 
to see reason. On the face of it, however, to restrict imports while 
expanding exports looks very much like the old mercantilist game 
and an attempt at having it both ways. One is inclined to wonder, 
therefore, whether it is absolutely necessary that our balance of 
payments should be maintained in perfect equilibrium during this 
phase. Since we shall be building up capital at home, a moderate 
adverse balance would not mean that the country was on balance 
drawing on capital. To over-import at the rate of, say, £150 millions 
a year for the first two or three years would expedite the pace of 
reconstruction at home, help to ease the difficulties of the transition 
period, and also administer a useful fillip to international trade while 
appeasing any overseas suspicion of our policy. 

Even if we do not attempt for a time completely to bridge the 
gap in our balance of payments, a considerable expansion in exports 
is, of course, both necessary and desirable. Indeed, unless we can 
effect a great move forward in our export trade, as the Chancellor 
pointed out, our comparatively high standard of living must in- 
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evitably fall, in the long run at any rate. .In all our post-war efforts, 
therefore, there must be a high priority for the export trade. On 
the precise measures by which the Government might assist in the 
promotion of the export trade, the Chancellor had much less to 
say than many others who have discussed the question. Thus Mr. 
Richard Fry, in our issue of July last, argued that a root and branch 
reform is needed both of our Consular services and the foreign 
organization of the Department of Overseas Trade, which “ have 
long been inferior to those of other great trading nations.”’ Mr. 
E.-P. Harries, Organizing Secretary of the T.U.C., in addressing 
the Institute of Export recently, suggested that commercial centres 
for the use of exporters are needed in all customer countries and 
could probably best be provided by an extension of the U.K.C.C. 
Mr. Harries also put forward the following five-point programme for 
Government assistance : (a) State credits (including Colonial develop- 
ment); (0) for capital export goods, training facilities for foreign 
executives in handling of steel work, electrical plant, mining ma- 
chinery, etc., in this country ; (c) facilities and, if necessary, grants 
for research ; (d) obsolescent allowance in addition to depreciation 
for plant; (e) better technical training facilities for workpeople. 
Mr. Herbert Morrison has also stressed the need for a greatly im- 
proved consular service, and suggested that the State should have 
the right “‘to examine the situation and circumstances of any 
export industry in difficulties or not showing satisfactory results, 
with a readiness on part of the State to give a hand in meeting th¢ 
need; whether capital, re-equipment or a better standard of 
labour.”” What is common ground, at any rate, is that the pro- 
motion of exports must be an important object of Government 
policy. At this point, the special problems of the transitional period 
link up with the long-run problems of reconstruction, in which the 
main task will be not to regulate demand but to stimulate it, in the 
interest of full (or in the Chancellor’s phrase, ‘‘ active ’’) employment. 
Success in this direction, as Sir Kingsley Wood stressed, must 
depend largely on ‘ the enterprise of industry and trade, the skill 
of our work-people, the courage of our investors and the willingness 
of all to work for the better things we all desire to achieve.’ This 
would, of course, be consistent with nothing more constructive than 
governmental non-intervention; but the responsibility of the 
Government to provide a framework within which enterprise can 
operate, and to keep the economy as a whole on even keel, secures 
full recognition in the statement. Apart from the promotion of 
export trade, Sir Kingsley Wood suggested, the Government can 
help to maintain employment by its general financial and social 
policy, by a building programme planned for several years ahead 
and, if industrial investment is hesitant or stationary, by a “‘ properly 
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timed stimulus ’’ to the provision of capital equipment, ‘‘ by measures 
of credit or in other ways.’’ The whole trend of recent economic 
thought is, of course, to emphasize the very large amount of invest- 
ment needed to balance savings in a developed economy ; and in the 
Chancellor’s last remark there might be an ominous suggestion that 
he feels it possible to rely on nothing more enterprising than a cheap 
money policy to do the trick. 

Fortunately, it is admitted that, ‘‘ while we may not be in a 
position to make long term loans in the transitional post-war period, 
there is every reason to expect that we shall take our place again 
when the difficulties of readjustment have been overcome.” A re- 
sumption of foreign lending would open up a virtually inexhaustible 
field of investment and could do more than anything else to make 
full employment possible. The precise machinery by which this 
overseas investment might be carried out raises many problems. 
The Chancellor suggested that, “‘ as the world begins to settle down 
onal the war and each country has a clearer picture of its own 
resources, we may need some international organization for assisting 
the direction of international investment for development.’ This 
might be construed as an indirect reference to the Wallace conception 
of international investment as productive even if it bears no interest, 
provided that it raises the productivity of undeveloped countries 
such as China and so contributes in the long run to the expansion 
of international trade. Some of the difficulties involved in this 
process were discussed in our July, 1942, issue, when we pointed out 
that it is clearly an essential feature that ‘‘ undeveloped zones ’”’ 
should be differentiated, by general agreement, from ‘“‘ commercial 
trading ’’ zones. For this purpose, some international organization 
would clearly be necessary. 

Most urgent of all the tasks of long term reconstruction, however, 
is the creation of an international monetary system capable of assist- 
ing an all-round expansion of international trade. The sections 
dealing with this question were perhaps the most interesting parts 
of the Chancellor’s statement. The Chancellor did not indicate in 
any detail the nature of the system which is envisaged. But he did 
indicate some of the requirements that such a system will have to 
satisfy ; and this in itself is sufficient to give some general idea of 
the proposed regime. We want a system, said the Chancellor, in 
which blocked balances and bilateral clearing will be unnecessary. 
We want an orderly and agreed method of determining the value 
of international currency units, to remove the danger that each 
nation might seek to restore its competitive position by unilateral 
exchange depreciation. The system must be free from the arbitrary, 
unpredictable and undesirable influences resulting in the past from 
large-scale speculative movements of short-term capital. And our 
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long-term policy must ensure that countries which conduct their 
own affairs with prudence need not be afraid that they will be 
prevented from meeting their international liabilities by causes out- 
side their control. 

It will be seen that bilateralism is ruled out from the beginning. 
Although there is nowhere any mention of gold, it is clear that 
exchange rates are not to fluctuate from day to day. On the contrary, 
the relative value of currencies is in principle to be fixed, subject 
only to necessary adjustments from time to time. To even out day- 
to-day fluctuations, it is clear that each currency authority must be 
equipped with some kind of wiasse de waneeuvre ; and if this is not 
to be gold, it can only take the form of credits in other currencies, 
either for specific amounts or in the form of the willingness of other 
countries to allow balances to accumulate on a multilateral clearing. 

Such a system obviously calls for a very high degree of inter- 
national cooperation. Indeed, the Chancellor pointed out that it 
entails ‘‘ an agreed economic policy between the nations. . . If any 
one Government was tempted to move too far either in an inflationary 
or deflationary direction it would be subject to the check of con- 
sultations with other Governments, and it would be part of the agreed 
policy to take measures for correcting tendencies to disequilibrium 
in the balance of payments of each individual Te In other 
words, matters which have hitherto been regarded as_ purely 
iesesaiin concern must henceforth be neaiiied to “the check of 
international consultation.’’ There is no room in such a system for 
any jealous insistence on national sovereignty in matters of exchange 
policy or monetary policy. And the Chancellor might well have 
pointed out that a similar surrender of independence is necessary in 
relation to tariff policy, which can make nonsense of any system 
of exchange parities. 

Such a system would also present some technical problems. In 
particular, a system of flexible parities would tend actually to 
accentuate speculative movements of short-term capital. To prevent 
such movements, a very far-reaching control would ol rp be 
necessary, covering not only straightforward transfers of funds but 
also such things as the repatriation of export proceeds and forward 
operations in commodities. But technical difficulties of this kind 
pale into insignificance beside the really fundamental problem of 
inducing all countries to conduct their affairs in obedience to the 
findings of an international authority, to observe the new “ rules oi 
the game ”’ which must be far more exacting than ever was the case 
under the semi-automatic gold- standard. 

Whether the world is ready to abandon petty nationalism and 
move forward towards an international order is the basic qui stion 
on which our future depends. If it is not, a relapse into the old 
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cir deflationary game of “‘beggar-my-neighbour”’ can scarcely be avoided. 
be Given international co-operation, on the other hand, the ravages of 
it- | war can quickly be made good and there is a hopeful possibility 
“ not only of restoring but also of progressively raising our standards 
8 | of living.” One thing, at any rate, the experience of the inter-war 
at period makes abundantly clear. In a system dependent on inter- 
y. { national co-operation, it would be sheer folly to rely for that co- 
ct ' operation purely on the general goodwill of the contracting nations. 
y- | If such a system is to function, there must be concrete benefits to be 
© | gained from adherence to the system and serious disadvantages in 
tf breaking away or remaining outside. 
Ss, | 
T 
; The Archbishop Again 
t “ ISCUSSION of the ethics of value,’’ wrote the late Pro- 
y | ) sesso Cannan, ‘“‘is much older than discussion of the 
y economics of value. Enquiry into the justice of prices seems 
: always to precede enquiry into the causes of prices and price- 
l movements. It is so with children and uneducated adults even in 
1 our own time and country. ... It is a sign of great advance in 


; civilization when these recriminations diminish and people begin 
| to think of changes in price not as something wicked and anomalous, 
: but as normal phenomena, ‘ obeying,’ as they say, ‘the law of 
supply and demand,’ or something like that. . . . The beginnings, 
at any rate, of the transition from ethical to economic discussion 
are perceptible in the seventeenth century.” It is not to be supposed 
that Dr. Temple is unaware of this process. but he prefers to range 
himself with the “ children and uneducated adults ”’ and attempt to 
reverse the advance in economic thought—to set the clock back, in 
fact, by some three centuries. 

There is no reason to fear that this endeavour will prove any 
more successful than the injunctions of the late King Canute to the 
incoming tide. That is not to say, however, that the Archbishop’s 
views cannot do a certain amount of mischief. Dr. Temple himself 
is in many respects a very reasonable person. At one time or another 
he has made every admission that could be desired regarding the 
efficiency of the present system in producing wealth, the reasonable. 
ness of the profit motive and of the payment of interest ; but that 
is not the general impression left by his public discourses. On the 
contrary, the main effect of his speeches on an immature and im- 
pressionable audience is likely to be the feeling that much honest 
and perfectly legitimate trading is really morally suspect. This can 
hardly assist, and may help to retard, the application of reason to 
our economic affairs, which is so urgent a need of our time. 
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The Archbishop’s address at the recent meeting of the Bank 
Officers’ Guild was in the main an attempt to persuade his hearers 
that “‘ the right relationship between finance, production and con- 
sumption ”’ is in essence that laid down by the scholastics of the 
Middle Ages, whose main economic ideas were the prohibition of 
usury and the doctrine of the just price. ‘‘ The medieval conception 
of the just price was a complete condemnation of the idea that the 
price of goods should be regulated by the law of supply and demand.” 
That is, of course, merely a statement of fact. The real question 
is which concept provides a more useful guide to economic conduct 
in a highly-developed industrial economy. His Grace has no doubts 
on the matter. In his view, we have allowed supply and demand, 
‘that non-moral mechanical structure, to become the sole deter- 
minant of our conduct, and we have to find our way back to use 
that machine . . in the interests of human fellowship and _ the 
richness of human personality.” 

What does all this mean? To accept the indications of supply 
and demand as a guide to economic conduct means adopting as the 
end of economic activity the reduction of scarcity: that is, the 
maximization of output in value terms. It means buying in the 
cheapest market and selling in the dearest, producing the largest 
possible output at the lowest cost, and so on. Since the problem 
of poverty is still immeasurably the most serious for the greater 
part of the world’s population (the Twentieth Century eccentrics 
notwithstanding), this would seem on the face of it quite a sensible 
thing to do. Unfortunately, nobody would now deny that in serving 
the ends of the consumer this process may have undesirable effect 
on the same persons considered as producers. For this reason, our 
society does not make supply and demand the sole: determinant 
of its conduct, and has not done so for many decades past. The 
Archbishop’s premise, in other words, is quite incorrect. There has, 
on the contrary, been a steady stream of social legislation throughout 
the past century or so, designed to correct or prevent the social 
abuses that result if supply and demand is made the sole regulator 
of our economic affairs. To be sure, nobody would suggest that 
in this respect perfection has been reached; but the level of the 
social conscience at any time is reflected in a large body of social 
legislation and even more in the practice of the best employers. 
Moreover, the trend is very definitely in the right direction, as 1s 
shown by the generally favourable reception of so sweeping a 
humanitarian measure as the Beveridge Report and the fact that 
this would add only 50 per cent. to our existing commitments in 
this field. 

If the Archbishop's views were accepted, we should adopt an 
altogether different approach towards the problem. Considerations 
of efficiency would be pushed very much into the background. 
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Instead of looking to society at large to reconcile economic and 
social objectives, leaving the producer or trader free to concentrate 
on his particular function, we should force the business man to 
spend most of his time pondering over the ethics of each transaction 
he enters into, to see whether these agree with a vague ethical 
criterion to which the scholastics themselves never succeeded in 
giving any concrete and practical expression.* 

An example put forward by the Archbishop himself admirably 
illustrates the nonsensical results which might be expected. Early 
in the war, His Grace mentioned, his tailor sent out a circular stating 
that he had ample pre-war supplies of cloth and would be glad to 
supply these to his patrons without taking advantage of the inter- 
vening rise in price. In other w ords, the tailor was basing his actions 
on the concept of a “‘just price’ ; and for this the Archbishop felt 
he was entitled to respect.t To keep the argument on the ethical 
plane, it was not clear that Dr. Temple recognized any obligation 
to purchase from this particular tailor an equivalent number of 
suits at more than the market price if the price of cloth should fall 
again. But the real criticism of the tailor’s conduct (unless his 
offer to sell at less than the market price is to be regarded as a 
disguised advertising appropriation) is not an ethical but an economic 
one. By selling his suits below replacement value, the tailor was 
merely dissipating his business capital. This is not good for the 
tailor nor, as a working principle, for the community as a whole. 











* Cannan points out that the tendency of the medieval mind to concentrate 
its attention on the effect of actions on the soul of the actor, and not to think of 
the ultimate and general effects likely to follow such action, was not due to 
simplicity or childishness, but to the fact that purchases and sales and loans were 
so much more casual and occasional then than now. In a casual transaction, 
common honesty would forbid one party to take advantage of the other’s need 
or ignorance: for example, if a student should offer to sell his professor a rare 
work at far less than its value, nobody would think the professor ‘‘ extremely ’ 
honest if he told the student what the real value was. If an experienced bookseller 
made the same mistake, however, quite honest buyers could telegraph for the 
book without a scruple of conscience—the diiference being that business is not a 
matter of a few casual transactions, each a proper subject for ethical deliberation. 

‘Business simply could not be carried on if buyers had to go about considering 
whether they were giving enough as well as whether they were giving too much 
[t is the buyer’s duty to look after his side and the seller’s to look after his, just 
as in a court of law we hope that truth will be arrived at by one counsel speaking 
lor one party and another for the other party.’ One is rather surprised that 
Dr. Temple does not show sufficient historical sense to appreciate that certain 
changes have taken place in tlie economic environment over the last few centuries 
which make it quite misleading to translate thirteenth-century arguments into a 
twentieth-century setting. 

t This seems to be based on the brilliant economic reasoning of Aquinas 

He who in trading sells a thing for more than he paid for it must have paid less 
than it was worth or be selling for more. Therefore this cannot be done without 
sin,” 












— - ——_—_— —_— - pa a 


178 THE E BANKER 








































The wartime rise in the price of cloth was a signal that the relative 
scarcity of cloth had increased. It was therefore desirable that 
stocks of the commodity should be conserved and that some deterrent | 
be placed on its use. By selling below the current market price, the 
Archbishop's tailor was encouraging the pre-war scale of consump- 
tion ; and by running down stocks which he would not be able to 
replace he was helping to accentuate the future scarcity of the 
material. If traders as a whole, and not merely one quixotic in- 
dividual, were to act in this manner, the effect of keeping the price 
temporarily below replacement cost would be to create a needlessly | 
severe shortage at some future date—as indeed, we have seen during 
the war, when the fixing of maximum prices, unaccompanied by 
rationing, caused a quite uneconomic depletion of retailers’ stocks 
before the eventual introduction of points rationing. 

So much for the “ just price.”” The idea that it is immoral for 
traders to charge replacement cost is largely due, no doubt, to 
ignorance, but is probably also connected with the popular fallacy, 
favoured by some prominent industrialists, that the only really 
“ productive ’’ activity is that concerned with the manufacture, 
processing, or handling of goods; from which it would follow that 
the only legitimate kind of income is not even “ earned incom2”’ as 
a whole, but only some particular earned incomes. This is, of course, 
merely our old friend the fallacy of misplaced concreteness. The 
object of the economic system is not the creation of physical goods 
but the creation of values. Expenditure of labour is one method 
of creating values ; but it is far from being the only one. 

Most people are able to comprehend that a trader is serving some 
useful purpose in buying bananas in the tropics and selling them 
in this country—that is, in buying goods where they are ple ntiful 
and selling them where they are in demand. But there is a very 
general refusal to understand that the bridging of gaps in time can 
be no less productive than the bridging of gaps in space. Hence a 
great deal of the current prejudice against speculation, regardless 
whether the consequences are anti-social or beneficial. And hence, 
of course, much of the unutterable nonsense talked in the Middle 
Ages about usury. As the Archbishop himself remarked, the 
scholastics were never able to say quite what usury was though 
they were quite sure it was wrong. In a peasant community on 
the verge of subsistence, preoccupation with usury can be understood. 
In the twentieth century, on the other hand, it is surely not so difficult 
to distinguish between money-lending and credit operations which | 
oil the wheels of trade to the mutual advantage of lender and 
borrower. Dr. Temple, however, was “ not sure what the theological 
moralist would have said about the system of mortgaging and ~ 
like, but he thought that they would have been very shy of it’ 
and by implication quite rightly so. This observation drew no 
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rotests from the Archbishop’s audience, though many of these 
would probably be paying rent in some crowded inner suburb but 
for the building society movement or a housing loan from their 
employers—in either case, but for this pernicious system of 
mortgaging. 

Dr. Temple’s adventures into the theory of money on this occasion 
were scarcely more fortunate than his excursions into banking and 
credit at the Albert Hall. Those handling money, we are told, 
“should receive a perfectly reasonable remuneration for their 
integrity and honesty in dealing with it, but not have the opportunity 
by that mere manipulation of creating new values which by them- 
selves do not correspond to goods and services offered by them to 
the community.”’” Here we have quite a jumble of fallacies. There 
is once again the fallacy of misplaced concreteness—the idea that 
the creation of values can only mean the creation of goods. There 
is the Archbishop’s habitual failure to realise that profits are not a 
form of wages, that there is a difference in kind between piecework 
and risk-taking. And the whole passage is clearly no more than a 
paraphrase of the scholastic premise that ‘“‘ money ”’ is “ barren.’’* 

In another passage, the Archbishop argues that “ money is in 
its own nature a medium of exchange, and if you use it as a com- 
modity in the sense of trying to profit yourself by variations in its 


‘value over against goods, you are destroying it for its proper social 


purpose.” There is no need to repeat the textbook definition which 
gives money certain functions in addition to that of a medium of 
exchange. So far as its social purpose is concerned, it is true that 
this is impaired by wide fluctuations in the value of money against 
goods in general—that is by changes in the general price level 
(except perhaps those reflecting changes in productivity). In a 
developed system, it is the concern of the central monetary authority 
to offset changes in liquidity preference that would raise or depress 
prices. The individual, even where his actions are based on the 
expectation of general price movements, will be concerned with 
fluctuations in particular prices. And it can be shown that in seeking 
to make profits (or avoid losses) he will not destroy money for its 








*c.f. Aquinas (1225-1274): ‘‘ To receive money for money lent is, in itself, 
unjust, since it is a sale of what does not exist. . . . There are som: things the 
‘se of which is in the consumption of the things themselves, as we consume: wine 
by using it to drink. . . . Hence, in the case of such things, the use should not 
'e reckoned apart from the thing itself... . Now money, according to the 
Philosopher, was devised primarily for the purpose of effecting exchanges; and 
‘0 the proper and principal use of money is the consumption or alienation of it, 
whereby it is expended in making purchases. Therefore, in itself, it is unlawful to 
receive a price for the use of money lent, which is called usuvy.”” The distinction 
between single-use and durable-use goods is, of course, a complete red herring, but 
some confusion about the true nature of capital is, no doubt, pardonable in a 
‘hirteenth-century discussion. 
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social purpose but actually enable money to perform its social 
function, or one of them. If the price of any commodity rises, it is a 
signal that production should be increased, and wice versa. Correct 
anticipation of price changes incidentally helps to bring about the 
appropriate change in output or consumption. Thus, if a commodity 
has been depressed, with large stocks overhanging the market, 
speculative buying in anticipation of recovery serves a definite 
purpose. Stocks are taken off the market and withheld from con- 
sumption when there is an excess of supplies and resold to supplement 
current production when the commodity has risen in value, thus 
helping to limit fluctuations in price, demand and production. 

In sum, when the Archbishop is simply preaching the Christian 
virtues he has everybody’s sympathy and respect ; but when he 
seeks to embroider this message into a pseudo- technical critique of 
economic institutions, it is to be feared that he quite frequently 
wades right out of his depth. One can only commend to his attention 
a pertine nt observation by James Harvey Robinson, quoted by 
John Gloag as a pl ‘eface to his Penguin book reviewed elsewhere in 
this issue: ‘“‘ Too many worthy people are able promptly to reduce 
the most complex social or political problem to a simple moral issue ; 
but this is a wile of the Father of Lies, to which most of us yield 
readily enough.”’ 


The Strange Career of Dr. Funk 


R. SCHACHT is not a symnathetic character but his financial 
D astuteness is seldom questioned. Even in a Nazi regime, 
one would have thought that he would be succeeded by some 
banker of high repute and something more than ordinary ability. 
Yet few people in this country can even have heard of Dr. Walter 
Funk before that personage actually became President of the Reichs- 
bank. That was not entirely our fault. Ten years ago there would 
have been few people in his own country—and especially among 
those who knew him best—who would have regarded as anything 
but a bad joke the idea that a person of Funk’s s ty pe would ever be 
elevated to the highest financial post in Germany—even a Nazi 
Germany. The head of a central bank, after all, is usually conceived 
as a person of some dignity, experience and character. Whereas 
the eminent Dr. Funk can only be described as an unscrupulous 
political opportunist, lacking any practical banking experience and 
in fact totally unfitted for his distinguished office, even when sober. 
But perhaps it is not so strange that in these days dipsomaniacs 
of doubtful reputation can become central bankers ; the Third Reich 
can offer more than one parallel. 
\What, then, are the origins of this worthy representative ot 
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present-day Germany? Dr. Funk’s home was the little town of 
Trakehnen in East Prussia, where he was born on August 18, 1890, 
the son of a local builder. His early years are rather obscure. When 
he left his East Prussian grammar school—it must have been in 
1909—Funk went to the Universities of Berlin and Leipzig. There 
he studied, according to his self-written life story in reference books 

not only law but also economics, philosophy, music and literature. 
To cram so much into so short a time w ould be no mean achievement, 
for as early as 1912 he began his year’s compulsory service in the 
army. At some unspecified date in the war—again according to 
the worthy doctor’s own account of himself—he volunteered for the 
army and was finally discharged in 1916. Once again, this seems 
more than a little odd, for a man who had just completed his training 
on the eve of war could not volunteer but would be called up at once. 

After his discharge, Funk became an assistant-editor on the 
Berliner Borsen Zeitung, where he was accepted as a member of the 
Pan-German reactionary movement. Funk himself claims to have 
gained his journalistic training on the staffs of the National Zeitung 
in Berlin, the Leipziger Neueste Nachrichten and the Borsenjournal 
in Berlin. How he found the time, between his extensive studies 
and his military service, for work on so many newspapers is again 
obscure. 

The matter is in any case of little moment, for his subsequent 
career was not founded upon any outstanding professional achieve- 
ments, but mainly upon a fortunate marriage with the daughter of 
a Rhineland industrialist. In virtue of this connection, he managed 
to become used as the mouthpiece of heavy industry, as well as of 
the large landowners of his native East Prussia. Funk would be 
employed, for example, to make speeches at gatherings of indus- 
trialists, attacking the republican governments of the time. These 
fulminations the Bérsenzeitung would find it profitable to publish ; 
for it could always rely upon an order for several thousands of 
reprints, the worthy doctor also naturally receiving his commission 
on the deal. As a result of this mutually lucrative connection, the 
owners of the paper (the family of the generals Stiilpnagel) finally 
went so far as appoint Funk editor in chief. This was in 1922 
that is when Funk had attained the ripe age of thirty-two, with 
only six years experience of journalism, and that his own peculiar 
kind. 

With this appointment, his bigger business started. As an 
editor, he came in contact with bankers and stockbrokers desiring 
favourable mention in the Borsenzeitung’s columns. With Funk, 
this could always be arranged, for a consideration. Usually the fee 
would take the form of a purchase of shares in Funk’s name. If the 
shares rose, Funk would be some thousands of marks in pocket ; 
if they did not, no more would be heard of the matter. Perhaps 
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the level of Funk’s business ethics is best illustrated by the following 
incident. One day he appeared before the owners of the Berliner 
Borsencourier, competitors of his own Borsenzeitung, with an offer 
to sell them the latter publication. The conditions would not be 
onerous. Funk himself would require a job as chief of the financial 
section, but the policy of the paper could be completely changed 
as the new owners might wish. The owners of the Courier remained 
non-committal and contacted Killisch von Horn, manager and 
nominal owner of the Bérsenzeitung for his uncles the Stiilpnagels, 
To their astonishment, they learned not only that the Bérsenzei‘ung 
was not for sale but that the proprietors had no knowledge of Funk’s 
approach. Had the Courier responded to Funk’s offer with a counter- 
proposal, the latter would of course have communicated this to the 
Stiilpnagels as made on the initiative of the Courier. As it turned 
out, Funk was summarily dismissed instead. 

But this proved to be only the opening to a much better position. 
Having just tried to sell a nationalist organ to the Jewish owners 
of a democratic paper, the worthy doctor straight away became 
chief economic adviser to the Hitler party. Through his connections 
with big business, Funk was of course able to make himself extre nly 
useful to Hitler by obtaining the contributions with which 
the industrialists hoped to purchase their protection against 
“ Bolshevism.”’ There is no doubt that his original contact with 
Hitler was made at a much earlier date as a possible hedge against 
the loss of his position on the Bérsenzeitung, just as the unauthorized 
offer to sell this paper was a bid to secure greater independence. 
The actual circumstances of his eventual dismissal could not, of 
course, be foreseen, but Funk must always have had the danger of 
dismissal in mind should any publicity be given to his financial 
dealings or unsavoury private life. 

With Hitler’s accession to the Chancellorship, Funk’s path was 
clear. For his help in filling the empty coffers of the Party in 1932, 
he was rewarded with the position of press chief of the Reich and 
Secretary of State in the Ministry of Propaganda. Since 1932, 
he was already a member of the Reichstag. In addition, he gathered 
in other paying propositions for which he might not seem eminently 
qualified but for those adolescent studies in “ philosophy, music and 
literature.” They included such appointments as President of the 
Berlin Philharmonic Orchestra, Vice-President of the Chamber of 
Culture of the Reich, Vice-President of the Berlin Broadcasting 
Company, and chairman of the Film Credit Bank. 

it was in 1937 that he succeeded Schacht as Minister of Economics, 
and in 1939 that he superseded Schacht as President of the Reichs- 
bank. The two men have perhaps one thing in common: a flair 
for detecting which way the political wind is blowing, and in conse- 
quence the ability to profit from a lack of political principle. 
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The Midland Bank Training Schools 


By W. S. Stanton 
(Superintendent of the Midland Bank Training Branches) 


N the Midland Bank, one incidental result of the war has been 
| the introduction of a scheme for systematic staff training. 

Normally, a new junior is expected to take part in the work 
of a bank from the day he enters it, picking up the necessary back- 
ground of knowledge as he goes along. Nobody would deny that 
this empirical method has worked reasonably well in the past, 
but it clearly leaves a good deal to chance. The junior’s mind is 
confused at the outset by a multiplicity of forms and cheques, and 
it is only by slow degrees that he comes to understand the general 
work of the branch or the functions of the documents he handles. 
Much will depend on the calibre of the senior colleagues from whom 
he seeks information, and who are likely in any case to be too busy 
to deal patiently with a constant fire of questions. They have their 
own jobs to do, and the education of juniors is not usually regarded 
as part of it. Now that actual Training Schools have been established, 
the advantages of a short preliminary training are so obvious that 
it is difficult to believe the system will be abandoned when normal 
times return, even though it was the special problems of war that 
gave the necessary impetus for their introduction. Release of staff 
to the Services and other factors necessarily placed an exceptional 
strain on the remaining staff, and to send untrained juniors to the 
branches would merely have added to their difficulties. Started in 
February, 1940, with three tutors and four pupils, the original 
school expanded so rapidly that at the peak period there were 
300 pupils at one time, requiring the services of 43 tutors. The 
experiment in London having proved a success, the scheme was 
extended to the Provinces and a branch was opened in Birmingham. 
Further branches have subsequently been opened in Liverpool, 
Leeds, Bristol and other towns. It may be mentioned incidentally 
that in 1941 the Liverpool school, twice damaged, was totally 
destroyed, while owing to damage by enemy action it was also 
necessary to move the London school three times. 

In training, the first aim of the tutor is to gain the confidence 
of the pupil, to create an atmosphere of friendliness. The natural 
inquisitiveness of youth is actually encouraged in the school. At 
the outset, banking and banking terms and the relationship of the 
various Officers in a branch are explained in a simple form. A study 
of the cheque and credit slip is followed by practical work and a 
demonstration of the correct method of machining. Actuality is an 
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outstanding feature of the training given. Each day further bank 
forms are introduced into the talks and practical work. The last 
stage is to balance and complete a day’s work. At first sight it may 
seem superfluous to put juniors through this stage, which is not 
part of their work. The reason is that it is considered essential to 
a complete understanding of their own duties. In the same way, 
ledger posting machinists receive instruction in some of the junior’s 
work, while shorthand typists were given a course on the bank’s 
bookkeeping, on the ground that their duties must sometimes call 
for a knowledge of the various forms and how they operate. One 
method which has been found useful is to have pupils answer the 
telephone ; this fosters self-confidence and helps to overcome a 
surprisingly general diffident attitude towards the telephone. 

To simulate more realistic conditions and to introduce the time 
element, a Model Branch was instituted, to which pupils were 
transferred after their ordinary training. By this means, all the 
training is properly inter-related and the significance of the pupil’s 
duties is driven home. The Model Branch, which acts as a finishing 
school, has a staff of ten and includes both hand and machine ledger 
posting. The work has to be agreed and completed daily as in an 
ordinary branch. With the Model Branch is co-ordinated the work 
of the cashiering section. Training was extended to include cashiers, 
since so many men from the higher posts were joining the Services. 
One innovation necessitated by the war, incidentally, has been the 
training as cashiers of women promoted from other duties. Apart 
from training in the technical duties of the cashier, which are not 
inconsiderable, attention is directed to personality and general 
manner. Tact is a necessary part of the cashier’s equipment, and 
by his attitude he can foster the goodwill of customers and attract 
further business—or alternatively do just the opposite. On the 
technical side, ignorance of his duties can involve the bank in 
considerable loss. In the training, actual cash is used under condi- 
tions found in a branch, and the tutor acts in a dual capacity as 
teacher and customer. 

In the autumn of 1941, a bold step was taken in the launching 
of a scheme for the training of security clerks. This was a matter 
for very serious consideration. The tutors had to possess the right 
combination of academic qualifications, wide practical experience 
and ability to teach. Very careful selection was made and the 
time spent on this has fully justified itself. The object was to teach 
practical security work with sufficient theoretical knowledge to enable 
the pupil to understand the reason for his actions. 

After much deliberation and careful planning it was found possible 
to complete the course, admittedly strenuous, in seven weeks. 
Private study and some revision work had to be done in the evenings. 
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As the course is a practical one, it was necessary to have actual 
security documents. Unfortunately, the Land Registry could not 
help with obsolete deeds, companies were unable to supply share 
certificates or bonds, and the insurance companies could not part 
with cancelled policies. The prospect looked black. Our salvation 
proved to be the photostat camera. Ample photostatic copies of 
every type of security are now available. Indeed, few branches 
can possess such a comprehensive range of security documents 
as are held in the school, which is now equipped for instruction 
in all spheres of security work. A library of text books has also 
been formed for the use of the students in their evening studies. 

To discuss fully the methods employed in this section would 
require lengthy treatment, but one or two features can be mentioned. 
The tutor would assume the vole of the Manager of the branch, 
placing before the pupil the proposition for an advance as put 
forward by the customer, together with the security that had been 
lodged. The student would record the security in the books, prepare 
the forms of charge and complete the whole of the work necessary, 
including the application to Head Office for the advance. A critical 
examination of the work would be made by the tutor, who would 
also deal with the application from the Head Office aspect. Saturday 
mornings are devoted to revision work, the old method of a “ spelling 
bee’’ being adapted. Two sides are chosen and the tutors act as 
umpires. This makes an enjoyable diversion for all concerned 
but at the same time is instructive, and the healthy competitive 
spirit which is introduced creates an interest in the work of revision. 

The success of the pupils has been a testimony to the value of 
combining theory with practice. An interesting deduction from the 
course is that the most suitable age for studying security work is 
after the age of twenty-five, when some experience is allied to adult 
judgment. The present method of allowing a junior to study the 
theory long before he can have any practical experience is 
unilluminating and more laborious. 

Study Circles for senior members of the staff were a novel exten- 
sion of the school’s activities in the autumn of 1942. The ever- 
increasing number of war-time regulations entailed the circulation 
of numerous forms of new instructions. These formed the subject 
of discussions in the Study Circles under the guidance of experts. 
Members were sufficiently enthusiastic to use the little leisure they 
had in the evenings to attend regularly for a period of ten weeks. 

To amplify the lessons taught in the Training Schools a short 
film has been made to be shown to the pupils. The result of careless 
mixtakes, which described orally make little impression, are given 
graphic and dramatic significance in one section of the film. Under 
the caption “‘ The Service You Have Entered”’ the first part of 
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the film illustrates the vast range of the work covered by the bank 
and gives some idea of its size and dignity as an institution. Develop. 
ment and improvement in training of staff is illustrated by historical] 
shots of ‘“ Tellson’s Bank”’ (Tale of Two Cities), contrasted with 
shots of the Training School. Part 2 shows the work of a cashier, 
as performed in the wrong way and the right way. Though intended 
for trainees, the film has proved of general interest to the staff. 

In conclusion, it may be said that it is not the object of the 
Training School to produce a standardized product but to give the 
trainee a sound and confident knowledge of his future work. What 
the future may hold remains to be seen, but it is clear that the end 
of the war will bring one special piece of work in which the schools 
might be of considerable use. Thousands of bank officials will then 
be returning from the Forces, entitled to promotion and potentially 
capable of filling highly responsible posts but temporarily quite out 
of touch with banking work. For such men, a short refresher course 
might be of inestimable value. 


Life Assurance in 1942 
(By a Correspondent) 


' \ far as the business of life assurance is concerned, the year 





1942 has, in the main, witnessed a continuation of the trends 

noticed in these columns twelve months ago. Once more, the 
year’s record is one of solid achievement in the face of difficulties 
arising out of war-time controls and restrictions, and a majority of 
offices have shown improvements in their new business results. The 
most noteworthy events of the year, however, were the publication 
in the latter part of the year of two reports, both of which affect 
the companies closely, although in very different ways. 

The first of these reports was that of the Kennet Committee 
on Man-power in Banking and Allied Businesses, in Ordinary In- 
surance, and in Industrial Assurance. Since the outbreak of the war, 
committees specially set up by the insurance companies’ organiza- 
tions have co-operated with the Ministry of Labour and National 
Service in securing the release of man-power for national service on 
the maximum possible scale, consistent with the maintenance of the 
administrative organization of the business. The success of this 
system can be gauged from the fact, disclosed in the Kennet 
Committee’s report, that the Services had not yet absorbed a sub- 
stantial proportion of the employees whom the insurance companies 
had offered to release. The Committee was, however, appointed to 
ascertain what further measures were possible to secure the greatest 
possible release of man-power in the industries concerned, The 
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Report was presented in October last, and its recommendations, so 
far as the insurance industry was concerned, confirmed, in the main, 
the principles which were already being applied, and called for their 
continued and more vigorous application. In one direction, however, 
the Committee went somewhat further than the previous practice, 
in that they recommended the “ elimination ’’ from the companies’ 
personnel of staff engaged solely or principally in seeking new life 
assurance business. Whilst no such employees had been recommended 
for deferment of calling-up, no attempt had previously been made to 
effect a wholesale transfer of field staffs over military age to other 
work. Such transfers must, of course, be expected to result in a 
further serious reduction in the new business totals of the offices. 

The second report was, of course, Sir William Beveridge’s Report 
on Social Insurance and Allied Services. The basic proposals of 
this Report will be warmly welcomed by all engaged in the business 
of life assurance, for it will furnish a minimum of security on which 
to build the more adequate provision which it has always been the 
object of life assurance to promote. In the circumstances it is 
unfortunate that the sections of the Report devoted to the adminis- 
trative machinery necessary for bringing its proposals into effect 
are in such terms as to force into opposition those concerns which 
were largely responsible for the success of the National Health 
Insurance Scheme and which would co-operate whole-heartedly in 
any extended scheme which left room for their co-operation. 

Of recent years, a group of life offices have specialized in schemes 
for the provision of industrial pensions by means of group pension 
policies, arranged in co-operation with employers. Where a scheme 
of this type is in existence, the Beveridge proposals are, so far as 
retirement pensions payable during the lifetime of the employee 
are concerned, redundant. The Report dismisses this difficulty 
with the comment that within the transition period, before the full 
rate of contributory pensions is reached, ‘‘ there is time for re- 
adjustment of occupational schemes of superannuation to the fact 
of the national scheme and, if this is desired by the insured persons 
and their employers, for a reduction of any contributions made 
to the voluntary schemes.”’ The Report goes on to suggest that 
the procedure might be simplified by legislation, but in spite of this, 
it will be clear to all who have had experience of group pension 
schemes of this type, and of the very similar privately run schemes, 
that it will be difficult to make any such adjustments upon terms 
which will be completely satisfactory to all parties. The principal 
difficulty is the fact that such schemes are fitted to the individual 
circumstances of each employee, while no attempt is made to do 
this in the case of the State scheme. This fact suggests that it would 
be more satisfactory and at the same time comparatively simple to 
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make the necessary adjustments in the benefits and contributions 
of the State scheme, by permitting an employer or employee to 
contract out of the State scheme (either wholly or in part) so far 
as pensions are concerned, where there is a satisfactory private 
scheme in existence. 

Before discussing in detail the new business results of the year, 
it will be of interest to consider other factors affecting the operations 
of the companies during the year. Once again, experience has not 
borne out the anticipation of extremely heavy claims due to war 
deaths, which caused anxiety at the outbreak of war. While there 
has, no doubt, been some increase in claims due to warlike operations, 
the comparative freedom from aerial bombardment has reduced 
fatalities in the Home Front. On balance, it is probable that, when 
the results are available, losses from war mortality will be found to 
to have been on a lower scale than in the preceding year. On the 
other hand, the investment situation still continues to cause anxiety 
to those responsible for the management of life assurance funds. 
As has previously been pointed out in these columns, life assurance 
contracts are based on the expectation that it will be possible to 
earn a certain net rate of interest, which is employed in fixing the 
premiums to be charged. Although the effect of a fall in the rate 
actually earned below the assumed rate can up to a point be offset 
by a reduction in bonuses, the fall in gross interest yields and the 
increase in income tax have been such that even this margin of 
safety is becoming severely attenuated. If, therefore, the present 
conditions should continue for any long period, it is to be expected 
that there will be a sharp decline in the profit-earning power of 
life assurance companies, accompanied by an increase in the rates 
of premium charged to the public. There has already been a sub- 
stantial fall in the net yields secured on life assurance funds, and 
it is to be expected that these yields will continue to show a falling 
tendency as investments made in earlier years on more favourable 
terms are replaced. This trend is accentuated by the fact that the 
companies are making a substantial contribution to the. war effort 
by confining their new investments in the main to low-yielding 
Government stocks. 

Once again, as a result of the tendencies pointed out above, a 
large majority of the companies due to make bonus declarations at 
the end of 1941 decided to postpone any distribution of bonuses, 
with a view to conserving their resources. The interests of those 
policy-holders whose contracts become claims during the year are 
in most cases protected by allowing interim bonuses, usually in the 
neighbourhood of 20s. per cent. 

Turning to the actual new business for the year, the usual table 
of results is again given in the form adopted a year ago. It will be 
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noted that the offices have been grouped according to their type of 
organization, and the variation in the experience of the various 
groups is again evident. The comparison with the results of 1941 
shows, with certain notable exceptions, a fairly consistent increase 
amongst all the offices. If, however, the comparison with the 1938 
results is examined, it will be seen that once again the industrial- 
ordinary companies have fared much better than either of the other 
groups. The business of the purely life companies is normally 
composed of policies for a substantial amount, which are secured by 
a comparatively small field staff. It is not, therefore, surprising, 
that the combined total of this group of offices is still only 44 per 
cent. of the amount which they were securing in the last pre-war 
year. They have, however, recovered a substantial part of the 
ground lost in 1941, their aggregate new business in 1942 having 
been some 8 per cent. greater than in the previous year. Amongst 
individual offices, the achievements of the Norwich Union and the 
Standard Life are worthy of special remark. The industrial-ordinary 
offices are continuing to profit by the increased prosperity of the 
industrial population of this country, and report new business totals 
which represent some 102 per cent. of their 1941 results, thus more 
than maintaining their notable recovery during that year. As a 
result, their total represents as much as 85 per cent. of the new 
business which they secured in 1938. The increases are with one 
exception fairly evenly spread. It will be noted that the Pearl 
shows an appreciable reduction below its 1941 total. This is, 
however, more a reflection of its exceptional success during 1941 
than of any failure during the past year, when its new business was 
practically on a pre-war scale. 
HOME OFFICES 


Net sums Increase (+) or Decrease (—) 
assured as compared with 
in 1942 1941 1938 
£ £ £ 


I. COMPANIES TRANSACTING ONLY ORDINARY LIFE BUSINESS 
Proprietary Companies 


Clerical, Medical & General .. +1,060,000 {- 33,690 — 1,605,301 
Equity & Law .. - a 636,086 -b 83,925 — 2,876,420 
Life Association of Scotland .. 541,166 — 45,054 — 1,179,935 
Scottish Life = ae me 706,625 + 140,312 — 1,610,124 
sun Life ‘5 aa it 9,376,051 +- 2,320,603 —12,283,599 
VWutual Companies 
Equitable Life .. oh ae 1,016,000 -| 238,112 — 1,012,918 
London Life oe a nt 585,409 - 80,610 — 2,115,504 
National Mutual rr i 539,146 4- 34,361 — 543,166 
National Provident “ee a +t670,000 4 171,251 — 1,377,174 
Norwich Union .. se i 17,250,000 + 566,592 — 4,505,700 
Provident Mutual ea oP 1,519,818 — 202,132 — 1,766,894 


[Continued overleaf} 
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HOME OFFICES 
Scottish Amicable 

Scottish Equitable 
Scottish Provident 
Scottish Temperance 
Scottish Widows 

Standard Life 

United Kingdom Provide ont 
University Life .. 
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II. COMPANIES TRANSACTING BOTH ORDINARY AND INDUSTRIAL LIFE BUSINESS 


Blackburn 

Britannic 
Co-operative 
Liverpool Victoria 
Pearl 

Prudential 

Refuge 

Royal London Mutual . 
Wesleyan & General 


Net sums Increase (+) or Decrease (—) 
assured as compared with 
in 1942 1941 1938 
£ £ 
632,000 -L 85,117 — 1,499,076 
458,739 — 118,674 — 1,377,656 
1,125,094 + 55,786 — 2,033,425 
661,791 + 74,314 — 912,868 
2,137,000 - g1,690 — 3,103,530 
2,994,706 + 990,074 — 1,654,833 
1,370,000 — 542,531 — 3,746,390 
92,065 + 7,942 — 248,060 
210,000 =f 62,725 — 131,300 
4,480,000 + 336,364 + 1,057,279 
3,189,049 + 606,666 — 85,565 
2,286,176 + 219,237 — 1,285,419 
8,060,819 — 1,464,476 — 169,691 
22,800,000 + 400,000 — 5,524,990 
7,027,046 4+- 834,931 — 867,832 
3,324,175 — 34,775 — 2,201,878 
1,312,538 + 280,144 — 185,584 


III. COMPANIES TRANSACTING BOTH LIFE ASSURANCE AND GENERAL INSURANCE 
BusINEss (COMPOSITE COMPANIES) 


Alliance .. 

Atlas 

Beacon 

British Equitable 
Caledonian 
Commercial Union 
Eagle Star 


Friends Provident & Century i 


General Life 

Gresham Life 

Guardian ; 

Law Union & Rock 

Legal & General 
Liverpool & London & Globe 
London & Scottish 
London Assurance 

Mutual Property 

National Farmers’ Union 
North British & Mercantile 
Northern... 

Phoenix 

Royal 

Royal E xchange 

Scottish Union & National 
Yorkshire 


+t Approximate. 


Once again, 


t Not yet available. 


1,400,000 
2,663,416 
846,926 
422,758 
886,696 
4,442,842 
12,648,383 
1,928,746 
1,209,654 
2,229,612 
1,577,000 
1,674,807 
TII,311,583 
t1,264,000 
759,654 
+1,600,000 
576,062 
1,205,101 
2,394,670 
1,008,329 
t1I,990,000 
12,664,000 
2,215,872 
770,678 
+1,580,000 


respectively. 


+ 281,515 
+ 719,243 
+ 211,936 
—— 18,140 
— 71,268 
+ 635,904 
+ 328,433 
— 27,312 
+ 81,204 
ae 236,699 
+ 767,093 
+ 291,056 
+ 1,311,583 
— 67,199 
+ 198,142 
+ 456,462 
— 70,841 
+ 333,701 
+ 449,322 
+ 202,850 
+ 340,000 
— $31,074 
— 499,460 
+ 160,918 
+ 462,000 


2,805,415 


* 1,379,304 


444,425 
445,472 
1,216,053 
1,545,478 
2,335,122 
726,003 
1,401,416 
1,585,770 
142,379 
1,136,663 
5,253,571 
1,587,415 
828,720 
1,079,181 
114,950 
528,644 
2,932,257 
772,878 
2,977,072 
2,512,871 
2,142,727 
1,768,69¢ 
1,449,741! 


§ Actual totals for 1938 or 1941 


the composite companies have achieved in the 
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aggregate a satisfactory increase in total, although still considerably 
below their pre-war results. Their aggregate figures for the past 
year represent some III per cent. and 65 per cent. respectively of 
their 1941 and 1938 results. As their business is normally composed 
of somewhat larger policies than in the case of the industrial-ordinary 
companies, they have probably not shared to such a large extent 
in the opportunities to secure increased business available to those 
companies, although their large organizations for general business 
have enabled them to do better than the purely life offices. Once 
again, there are indications that those companies with a smaller 
average policy have done better than the group as a whole, whilst 
among individual companies specially noteworthy results are those 
of the Eagle Star and the Legal and General, both of which companies 
specialize in group life assurance, and the Commercial Union and 
National Farmers’ Union, which have shown substantial increases 
for the second year in succession. 

The following table sets out the results of the Dominion Offices 
operating in this country, so far as they are available at the time 
of going to press. It will be seen that, although their British business 
represents only a small proportion of their total business, they, 
nevertheless, write between them over {10,000,000 of new business 
yearly in the United Kingdom. While complete figures for 1942 
are not yet available, it is of interest to note that their U.K. business 
for 1941 represented some 116 per cent. of their 1940 business, 
although, in common with the British Offices, it showed a substantial 
reduction from their pre-war totals, being about 78 per cent. of 
the corresponding total for 1938. 


DOMINION OFFICES 





Total Sums Assured U.K. Business 
1942 1941 1942 1941 
£ £ £ £ 
Australian Mutual Prov... 17,808,638 20,326,545 t $ 
Canada Life 9,940,300 9,014,184 1,227,557 979,824 
Colonial Mutual (Australia) 7,009,000 9,062,628 1,492,000 *1,963,339 
Confederation Life (Canada) 12,372,000 11,340,285 1,340,000 1,368,900 
Crown Life of Toronto .. *7,607,462 7,186,866 t 181,730 
Imperial Life of Canada .. 6,776,000§ = 5,425,273§ 277,620$ 222,564§ 
Manufacturers Life of 
Canada .. 14,372,163 12,355,755 t 8 47,321 
Mutual Life & Citizens of 
Australia. t 5,993,681 $ 103,404 
Nat. Mutual of Austral. isia 7,683,902 8,575,711 t 1,174,721 
Sun Life of Canada -» 41,045,194 37,953,034 5,255,090 5,003,078 
* Gross t+ Approximate t Not available § Inclusive of Annuities 


On the whole, the new business experience of the British Offices 
during the present war has followed very closely that of the Great 
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War 1914-18. The shock of the outbreak of war led to a very heavy 
reduction in new business, which has been followed by a substantial 
recovery due, in part, to the return of confidence, and in part to 
increasing freedom of money. The exceptional popularity of this 
form of investment is shown by the fact that these increases have 
been achieved in spite of reductions in the outside staffs of the 
offices. It is clear that the business of life assurance still occupies 
as high a position as ever in public esteem, and can look forward 
with confidence to a resumption of activities on at least as high a 
scale as in the past when the present conflict is ended. 





Bank Insurance Agencies 


IDESPREAD ancillary services are a well-known feature of 
W jritish banking. Nothing a bank does seems to be ultra vires 
once it becomes hallowed by custom. It is not surprising, 
therefore, though this is seldom fully appreciated, that banks play 
quite a large part in the field of insurance, on behalf of their customers. 
More especially is this the case in life insurance. It is not very far 
removed from other forms of investment with which the banks are 
accustomed to deal. Some analogy might be assumed between the 
position of the bank acting as a link with a stockbroker and as an 
intermediary between customer and insurance house. In reality, 
there are some distinctions to observe in the relationships that are 
set up. The potential danger of giving customers advice to insure 
(which can seldom be bad advice) is, for instance, negligible compared 
with offering unsolicited investment suggestions in stocks and shares. 
It is fairly well established that in handling a stock investment 
transaction a bank accepts a dual responsibility—on one hand to the 
customer (against risks which are in practice only nominal, such as 
bad delivery), and on the other hand to the stockbroker.* The cash 
reward comes from the stockbroker, who shares his commission. 
Technically, however, a bank does not appear in the transaction 
at all when one of its managers is asked by a customer to fix up 
a life policy. Nor does it appear if a manager prompts a customer 
to insure his life. As is well known, the bank manager merely takes 
steps to get a policy issued by one of the life assurance companies 
of which he is already a duly authorized agent. The bank itself, 
as distinct from its manager, is not a party to the matter. 
Bank managers having obvious opportunities of directing new 





* A bank gives an implied warranty to a stockbroker for the genuineness of a 
signature to a sale transfer, etc. 
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business to insurance companies, the latter are naturally willing, 
if not anxious, to appoint them as agents. It is equally plain that 
banks must exercise a measure of control over their managers, and 
their staff in general, to ensure that they do not accept agencies 
without permission. The main object is to see, for the sake of all 
concerned that a manager acts as agent only for first-class companies. 
Naturally, it would not do to allow a responsible bank official to 
represent or recommend a life assurance company which might for 
one reason or another fail to meet its commitments. A bank, it is 
recognized, cannot completely divest itself of all responsibility for 
business activities of its officials, within the bank, whether they are 
strictly banking or not.. For this reason the banks are concerned 
to appraise the strength and standing of an insurance house before 
they will agree in principle to its agencies being adopted. Another 
factor that counts is the kind of current account kept with the bank 
by the insurance concern in question. 

What number of these agencies exists in the United Kingdom 
is uncertain. The figure must run into some thousands, for the 
managers of most branch banks are likely to represent more than 
one company.* What value the companies put upon the volume 
of business that comes to them from bank sources is also speculative. 
Complaints are sometimes heard that the bank agencies compete 
with insurance personnel proper. In this respect, Canada provides 
an interesting comparison. All banking activities there are codified 
and regulated by a Bank Act, which in one section prohibits a 
manager or other officer of a Canadian bank from “ acting as an 
agent for an insurance company or from bringing pressure to cause 
a borrower to place his insurance in a given company or with a 
particular agency.” Describing this provision, an authority on the 
Canadian banking system? goes on to say that it was designed to 
protect regular insurance agents, but does not prohibit a bank from 
insisting that a borrower carry adequate life insurance in a sound 
company. In this country, on the contrary it is frankly recognized that 
bank personnel have special scope for gauging the life insurance 
needs of customers, coupled usefully with knowledge of the resources 
from which premium payments are to be set aside. Moreover, it is 
widely known here even by the general public that bank men, in 
exercising their power to recommend life assurance, are entitled to 
accept a commission fee from the companies. Customers not infre- 
quently insure through their bankers in order that the latter may 
get the commission, in much the same way that investors put their 
bargains through their brokers for similar reasons. The rigid ban 











* Under present conditions the Clearing Banks alone still have over 6,000 


branches in active operation. 
t James Holladay, Ph.D., The Canadian Banking System, 1938. 
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on such a practice is understandable in Canada, where banking and 
insurance interests go their separate ways, but on this side the 
opposite idea has worked successfully and without serious criticism. 

The problem of life assurance companies in the United Kingdom 
is to reach the insuring public. The British public tends to resist 
“ high-pressure salesmanship,”’ while advertising alone is not enough. 
Hence the bulk of new business cannot be attracted directly—it is 
obtained through insurance brokers, bankers, solicitors, accountants, 
and indeed any person or body with financial contacts and in a 
position to recommend life insurance as a wise investment. 

If banks compete with anybody in this field, it is with insurance 
brokers, whose livelihood depends on handling new business and 
renewals on a commission basis. The life assurance companies are, 
however, prepared to pay commission as a perfectly normal expense 
to almost anyone who can arrange an acceptable addition to their 
premium income—the practice solves their problem of reaching 
their market. In so far as the banks help them to do so, a very useful! 
function is performed, free of any suggestion that the companies 
press the public to carry insurance they do not really require. The 
Kennet Committee recommended the banks to cut down new 
ancillary business of all kinds, including insurance work, but the 
potential saving of labour under this heading would be very small 
indeed. Moreover, the premium-collecting machinery of bank 
agencies is of the simplest kind, and its efficiency in relation to man- 
power must be obvious to everyone. 

By American standards, the average amount of life premiums 
paid annually per head of the population in this country is still very 
modest, in spite of all the agencies at work on its improvement. 
This alone suggests that the agencies for fresh business are not yet 
overlapping one another. In 1941, the net sums assured under life 
contracts by all the companies transacting such business (ordinary 
and industrial), excluding the Dominions Offices represented here, 
totalled some £125 millions. This was about half the 1938 figure. 
In addition, the Dominions offices secured new business covering 
roughly {11 millions. Probably at least one-tenth of these figures 
is derived through bank agencies—the proportion varies, of course, 
from one company to another and also from one district to another. 
In some areas, such as the London suburbs, the proportion may be 
as high as 30 per cent. or 40 per cent.; in the business centres of 
London and the provincial cities as low as 5 per cent. or even less. 
In such places as the latter, the competition of solicitors and other 
professional agents is obviously strong. The initial commission 
normally paid on new life contracts (other than short-term policies) 
is I per cent., so that in peace-time, on the figures given, the banking 
community (i.e., banking institutions and/or their personnel) earn 
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an amount which may reach about £250,000 per annum from this 
source. This seems a substantial item of revenue, but it does not 
represent any great sum per year for the average branch bank. 

The treatment of commissions so earned in banking is by no 
means uniform. Broadly speaking, however, the banks now require 
such commissions to be divided equally between themselves and 
the managers holding the agencies. This rule applies not only to 
initial commissions but also to the collection commissions which are 
paid for handling regular premium income. It recognizes that a bank 
manager earns his share as much by virtue of his banking position 
as by his formal agency on behalf of an insurance house. A small 
percentage commission can also be earned from the miscellaneous 
insurances against fire, accident, bond drawings, etc., any of which 
can be arranged through a bank agency. The incentive to secure such 
miscellaneous work is slight compared to the initial commission on 
a new life policy, although a regular percentage is paid on every 
renewal, whatever the character of the insurance. 

The special opportunities for bank managers to recommend life 
insurance are almost too obvious to warrant mention. Unsecured 
advances are often granted, on purely temporary lines, to carry 
customers along until an expected sum is received. One of a bank’s 
risks is then the death of the customer, in which event the anticipated 
credit may never arrive, e.g., if it is trust income. Full protection 
against this risk is obtained (when advisable) through a life policy, 
taken out for the purpose at a premium which is usually quite 
modest in relation to the capital sum secured. Surrender value is 
not necessarily important. It is convenient both for the customer 
and for the bank manager that the latter can himself attend to the 
formalities involved by reason of his insurance agency. Close super- 
vision of further premiums when they fall due is another advantage. 
But apart from any such mutual interests of the bank and the 
customer to have his life adequately covered, it is clear that in many 
cases a bank manager is quite in order to remind customers of the 
benefits of life insurance. Sometimes it may almost amount to 
a duty. 

Annuities are a special item that merits comment. Older 
customers will sometimes invest an idle bank balance in an annuity 
to get a maximum income yield. If hopeful relatives are disappointed 
as a result of an investment of this character, when death has inter- 
vened, it is preferable that the bank manager should not have to 
meet any criticism of having overlooked their interests and possibly 
also the best interests of his bank. Subject to this important 
exception it is most unlikely that a bank manager can find his 
interest-as an insurance agent in conflict with his duty to his bank 
or his customer: as was said at the outset, most advice to insure 
can hardly be anything but good advice. 
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Latin-America’s Mounting Funds 


HE stage has now been reached where all the democratic 

countries of Latin-America, with the sole exception of Argentina, 

are either at war with the Axis Powers or have broken off 
diplomatic relations with them. Chile had long hesitated to make 
any rupture with the Axis because of the danger to her long Pacific 
coast-line, but the progress of the Allied offensive against Japan 
was followed by the breaking off of diplomatic relations between 
Chile and the Axis Powers on January 20, 1943. It had been 
increasingly evident for some time that Chile’s prosperity was 
mainly conditioned by ever-closer co-operation with the United 
States, which preponderates in Chile’s oversea trade, apart from 
dollar investments in copper, nitrate mines and so on. 

So far as Argentina is concerned, the sudden death of General 
Agustin P. Justo, a former President, and a firm friend of the 
United Nations, came at an unfortunate juncture. Had he been 
returned as President at the next elections, there is no doubt that 
a much closer understanding would have been reached between 
Argentina and the Allies. As it is, it must be assumed that the 
election of either of the candidates sponsored by the Castillo Govern- 
ment would result in a continuance of the present foreign policy of 
neutrality. From the economic point of view, nevertheless, Argentina 
is no less dependent than other Latin-American countries upon the 
goodwill of the United Nations. The United States, and to a less 
extent the United Kingdom, are the main outlets for South American 
exports, and are also the principal sources of imported goods in 
urgent demand. Already, the South American countries have built up 
large favourable balances, which cannot be used to buy goods abroad 
because of the shipping and other shortages. 

Whereas in pre-war years the balance of trade between the 
U.S.A. and Latin-America was generally favourable to the former, 
the reverse has been true since 1941. The trade of the U.S.A. with 
Latin-America during the first six months of 1942 showed a balance 
in favour of the latter of about $240,000,000, compared with 
$180,000,000 for the like period of 1941. This favourable balance 
was well spread over Argentina, Brazil, Chile, Colombia and other 
countries. Apart from credits granted by the U.S.A. to Latin- 
America under Lend-Lease arrangements—mainly for defence pur- 
poses and therefore not published—substantial credits have been 
granted by the Export-Import Bank, particularly for capital items 
such as railways, roads, transport equipment, industrial and agri- 
cultural machinery. However, the question is being raised in 
American business circles whether such credits are economically 
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desirable, at a time when Latin-America’s balance of payments is 
quite favourable. It is argued that they merely add to Latin- 
America’s foreign exchange resources, thus increasing the pressure 
of excess purchasing power for the limited supplies of goods available, 
while contributing at the same time to inflationary price rises within 
Latin-America. 

Comparatively little use has actually been made of these banking 
credits. Thus, the latest statement of the Export-Import Bank 
shows that out of total credits authorized of $1,099,000,000, as 
much as $743,000,000 was extended to Latin-America (of which 
$127,000,000 had expired) ; but actual disbursements under these 
credits totalled only $137,000,000. Argentina and Uruguay, for 
example, had scarcely drawn at all on their authorized credits of 
$93,000,000 and $23,000,000 respectively, whilst Peru had made 
no use at all of authorized credits of $37,000,000. Limited use only 
had been made of credits granted to Chile, Colombia, Mexico and 
Venezuela, though Cuba had utilized $38,000,000 out of total credits 
of $90,000,000. By far the largest authorized credit, however, was 
that of $155,000,000 to Brazil, of which $41,000,000 had been 
utilized, although no drawings had been made upon a contingent 
credit of $86,000,000. 

These bank credits to Brazil are mainly for the development of 
transport, to assist in moving strategic and other essential products 
to the U.S.A. Indeed, economic co-operation between Brazil and 
the U.S.A. is of ever-growing importance. It may be assumed 
that close economic co-operation between the two countries was also 
well to the fore in discussions during President Roosevelt’s recent 
visit to Brazil, though Brazil’s ever-increasing contribution towards 
defence, particularly in ensuring the safety of the Atlantic, must also 
have figured prominently. 

In Argentina, the favourable balance of international payments 
doubtless continues to be enhanced by a continual influx of foreign 
capital. The active trade balance alone for the complete year 1942 
was as much as 509 million pesos, against 188 million pesos in the 
like period of 1941. Despite a decided fall in the physical volume 
of trade, the value of exports was about 22 per cent. higher at 
1,783 million pesos, and that of imports virtually unchanged at 
1,274 million pesos. Once again, the position reveals the support 
given to Argentina’s economy by shipments of pastoral products, 
such as meat and hides, in replacement of the decline in shipments 
of grain and linseed. While trade with other South American 
countries has grown, Argentina’s dependence upon the Allied Nations 
is shown by the fact that total exports to the United Kingdom 
brought in 583 million pesos, and those to the United States 
504 million pesos. Imports from the United Kingdom amounted 
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to 231 million pesos, and from the United States to 397 million pesos, 

Severe and prolonged drought, accompanied by record high 
temperatures, has rendered the outlook in Argentina obscure. The 
drought is probably the worse for some twenty years. Whilst details 
of the damage are still awaited, it is believed that the maize crop 
—which comes on the market in March and April—may be a failure. 
Pasturage also is in a bad state. But the most serious aspect of the 
drought is that it may affect future meat shipments to the United 
Nations. The grain situation is less serious than the meat situation, 
owing to the existence of enormous stocks available for shipment 
abroad: this year’s exportable surplus of wheat, for instance, is 
estimated at about 8,250,000 tons, and that of linseed about 3,000,000 
tons. 

The neighbouring Republic of Uruguay has suffered from the 
drought conditions even more than Argentina, and there is increasing 
mortality among livestock. Owing to lower shipments of wool, the 
favourable trade balance for the first nine months of 1942 was 
only U.S. $500,000, against U.S. $14,500,000 in the like period of 
1941. A recovery is now likely, however, because of the new agree- 
ment to sell to the United States 30,000 bales of unshipped wool of 
last season and 37,500 bales of the presént clip. 

Turning to the more northerly countries of South America, 
diplomatic discussions are proceeding between Bolivia and_ the 
United States in order to increase the output of Bolivia’s strategic 
minerals. Shipments of essential materials to the U.S.A. have for 
some time exceeded the carrying capacity of the Mexican railway 
system. With North American financial and technical assistance, 
a widespread plan to develop Mexico’s railways and highways has 
been initiated. A recent Trade Treaty between the two countries 
grants widespread concessions on import and expert trade. 

Legislation has been adopted in Chile empowering the new 
President to deal with outstanding economic problems, and already 
steps have been taken to this end. A recent Government Bill pre- 
sented to Congress seeks to impose State control of municipal finance. 
Various development plans include great extension in the country’s 
resources of hydro-electric energy, as well as the nationalization of 
electric power services and of passenger transport. At the same time, 
the Central Bank of Chile has repeated its warnings about inflation, 
which is stated to have been assisted by indirect operations on 
account of the Government that cannot be considered appropriate 
to a central bank. Since the beginning of the war, Chile’s note 
circulation has risen from 845 million pesos to over 2,000 million peso. 
Since mining and industrial production is unchanged, agricultural 
output has fallen, and foreign trade shows relatively little alteration, 
the central bank takes the view that the creation of currency and 
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the creation of wealth by production and trade are already out of 
relation to each other. Accordingly, the bank stresses the imperative 
need for the Government to allow the bank to exercise close contrc] 
over the credit granted by it which is not strictly of a banking nature, 

3ecause of the suppression of official trade statistics since April, 
1942, and the increasing Government control over shipping, it is 
difficult to compute Brazil’s export activity. The shipping problem 
remains the key to the situation, as, indeed, to South American 
import and export markets generally. However, it is known that 
Brazil’s favourable balance with the U.S.A. over the first six months 
of 1942 jumped to $51,000,000, from $23,000,000 in the like period 
of 1941. This movement—conditioned, however, by the limits of 
available shipping—is likely to be accentuated by the recent agree- 
ments whereby the U.S.A. will purchase coffee, cocoa and many other 
main and secondary products. These agreements have had a 
stabilizing effect upon local Brazilian markets, much higher prices 
now ruling for such products as coffee, cotton, hides, timber and 
rubber. It is also known that there have been much larger shipments 
of meat and meat products and hides. Prospects for the flourishing 
national industries, moreover, continue on the whole encouraging, 
except where they are dependent upon essential imports, and it 
would appear that one result of the war will be a substantial increase 
in Brazil’s capacity to produce consumer goods. An outstanding 
feature is the thriving export trade to other South American 
countries of cotton goods, yarns and other finished goods, as well 
as of cotton textiles to South Africa. 

The recent agreement with the U.S.A. to purchase 12,500,000 bags 
of Brazilian coffee from the 1941-42 and 1942-43 crops—whether 
or not shipping space be available—has had a very stimulating effect. 
It has enabled the Brazilian Government to announce the sales 


| . programme for the current coffee crop, with the immediate result of 


removing the uncertainty which had overshadowed the Brazilian 
coffee markets-for many months. A varying “ sacrifice ’’ quota has 
been imposed according to the degree of damage to crops by adverse 
weather in the different States; and this has been based upon an 
estimate of 19,242,000 bags available for markets during this season, 
against a probable export movement of only 12,800,000 bags. Satis- 
faction in the Brazilian coffee markets is enhancel by the decision 
to maintain prices at their present levels and to grant official loans 
up to 80 per cent. of the value of coffee way-bills. 

It is common knowledge that while there is ample coffee in the 
producing countries and eager buyers in the United States, the supply 
of shipping for this comparatively inessential commodity is insuffi- 
cient to bridge this gap. Arrivals from Brazil especially have been 
few, so that rationing of coffee was introduced in the U.S.A. from 
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the end of November last. For the third quota-year of the Pan- 
American Coffee Agreement (October, 1942, to September, 1943), 
imports into the U.S.A. have been fixed at 19,330,115 bags of 60 kilos, 
compared with the revised quota for 1941-42 of 22,930,998 bags. 
Brazil’s quota for 1942-43 has been fixed at 11,607,299 bags, and 
Colombia’s at 3,931,814 bags. These compare, respectively, with 
quotas in 1941-42 of 13,772,990 bags and 4,668,142 bags. Up to 
the end of September last, however, actual entries into the United 
States from Brazil represented only 52 per cent. of the quota. From 
Colombia they were 83 per cent., a favourable result undoubtedly 
due to Colombia’s comparative proximity to the United States and 
the ability to ship from Pacific coast ports. Coffee crops promise 
well in the Central American countries, whose geographical position, 
it is considered, will ensure sufficient vessels to move the crops. 
Colombia, particularly, has benefited from the high coffee prices 
fixed in the U.S.A. 

In spite of war-time shipping and other problems, it will be seen, 
the South and Central American countries have generally established 
a large surplus of exports over imports, thus accumulating funds 

which are not at present available for the purchase of imports. 
This has given rise to renewed hopes that foreign bondholders may 
secure some benefit from the marked i improv ement in the remittance 
situation. 


International Banking Review 


French North Africa 

, WING to the political complications that have arisen in French 
() North Africa, the London assets of banks and other residents 
in Morocco, Algeria and French West Africa have not yet 
been released. They continue to be treated as assets of residents 
in enemy-occupied territory, and no unofficial financial relations 
have yet been re-established. Such trade as exists between this 

country and French North Africa is on official account. 

Meanwhile there have been some interesting developments in 
the monetary sphere. The Allied troops introduced military pound 
and military dollar notes, which notes are not convertible into 
sterling or dollars. The three French banks of issue, the Banque 
d’Etat du Maroc, the Banque de!’ Algerie and the Banque de 1’ Afrique 
Occidentale, continue to function, and their notes will circulate 
indiscriminately on territory controlled by General Giraud. At the 
same time, in French Equatorial Africa, which is controlled by 
General de Gaulle, the notes of the Banque de 1|’Afrique Occidentale 
have just been replaced by those of the Caisse Centrale pour la France 
Libre. 

While the exchange rate for the French colonies under the control 
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of the Fighting French National Committee is Fcs. 176.60 to the f, 
a rate of Fcs. 300 to the pound, or Fcs. 75 to the dollar, was fixed 
for the territories controlled by General Giraud. The reason for this 
decision was that, owing to inflation under the Vichy Government 
and German exploitation, the price level in French North Africa 
has risen considerably, and the franc was decidedly overvalued at 
its old parity. This was freely admitted by German experts prior 
to the Allied occupation, and a devaluation of the franc was freely 
foreshadowed, but in spite of this the German Press has been 
attacking the Allies for having devalued the franc. 

Possibly one of the objects of the Allied decision in devaluing 
the franc was to discourage the influx of franc notes. This object 
was not attained, however. In so far as the influx was due to the 
arrival of refugees with notes, the exchange rate produced no effect, 
for in any case the refugees bring in as many notes as they can, 
irrespective of the exchange rate. Similarly, if the Vichy or Berlin 
Governments wanted to dump notes into French North Africa they 
would do so regardless of the exchange rate. Finally, it is still highly 
profitable to buy notes in Lisbon or Tangier and smuggle them into 
French North Africa, because the franc rate on the free market is 
about 800 to the f. 

One of the results of the Casablanca conference was the upward 
revaluation of the franc to 200 to the pound and 50 to the dollar. 
Even this is not an altogether satisfactory solution. It is hoped, 
however, that the military pound and dollar notes will presumably 
soon disappear, and the three French banks of issue will grant the 
Allied troops advances against a balance in London or New York. 
This is the arrangement in the countries of the Middle East, where 
the British military authorities use the currencies of the countries 
concerned. The next step will be to eliminate the dual franc rate 
after the unification of the French Colonies under Generals de Gaulle 
and Giraud. It remains to be seen how this will be done. Finally, 
the notes circulating in French North Africa will have to be stamped 
or exchanged, in order to check the influx. . 

Japan 

The biggest bank amalgamations for many years were announced 
in Tokyo at the end of December. The Mitsui Bank will amalgamate 
with the Daiichi Ginko (First Bank) and the Mitsubishi Bank will 
amalgamate with the Daikyku Ginko (One Hundredth Bank). Thus, 
the two largest private banks of Japan will merge with the two 
largest joint stock banks. The fusion will be carried out in March 
or April. The statement issued by the Mitsui Bank and the Daiichi 
Ginko gives as the reason for the deal the desire further to strengthen 
the country’s war-time finances. It declares that both banks will 
be dissolved and in the newly-formed banks they will participate on 
equal terms. The statement issued by the Mitsubishi Bank and the 
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Daikyku Ginko declares that the fusion is arranged in order to 
ccntribute to the smooth operation of the monetary system and 
that the two banks jointly will ‘“‘ make a new departure as a purely 
national public institution.” 

According to Japanese press reports, the combined deposits of 
the Mitsui Bank-First Bank will be yen 5,150 millions, while those 
of the Mitsubishi Bank-One Hundredth Bank will be yen 4,150 
millions. It is expected that other private banks, especially the 
Sumitomo Bank and the Yashuda Bank, will also amalgamate with 
leading commercial banks. 

There is reason to believe that the amalgamations were forced 
on the private banks by the Tojo Government, which is hostile 
towards the Banking families and is jealous of their power. As a 
result of the fusions, the control of vast financial resources will no 
Inger be held exclusively in the hands of the banking families. 
Pcssibly the private banks accepted the arrangements owing to the 
immcbilization of their resources in the expanded arms industries 
which they cortrol. It remains to be seen how the balance of power 
within the combined banks will develop. Presumably the banking 
farilics will gain the upper hand as soon as military reverses have 
undcrmined the prestige of the Tojo Government. 

The Japanese Economic Adviser to the Nanking puppet Govern- 
ment, Mr. Ishiawata, declared that the Nanking dollar cannot be 
linked to the yen, because it is not altogether detached from the 
old Chirese currercy. He foreshadows the creation of a spccial 
currency for the requirements of international trade within the 
so-called ‘‘ Co-Prosperity Sphere.’’ This statement seems to indicate 
that Japan does not intend to stabilize the currencies of the conquered 
coi ntries in relation to the yen, but intends to create a stable currency 
which will act as ‘“‘ shock-absorber ’’’ between the local currencies 
and the yen, for the benefit of Japanese exporters and importers. 

France 

Following upon the seizure of the gold holdings of the Bank of 
France at its branches of Lyons and Clermont-Ferrand, the Vichy 
Government declared that it was unable to maintain the service of 
French Government and Government-guaranteed loans in Switzer- 
land. Even before the seizure of the Bank of France gold, the foreign 
exchange position of the Vichy Government was very unfavourable 
owing to the rise in prices in France brought about by German 
exploitation, in consequence of which France was unable to export 
to Switzerland on a sufficient scale. Following the German occupa- 
tion of the whole of France, the official exchange rate of the franc 
was reduced from 9.57 to 8.00 Swiss francs per 100 French francs, 
while at the end of November the rate was down at 4.50. At the 
beginning of Lecember, the quotation of franc notes in the free 
market was 1.05 Swiss francs per 100 French francs. 
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Books 


“Economic Development in Europe,” By CLivE Day. (Macmillan 
New York. Price 18/6.) 


N this revised and extended version of a book originally published 
in — Professor Day brings his enpertion of European economic 
developments up to the eve of the war. Some of the events and 
trends are so recent that many historians might consider them 
rather too topical to permit of fully objective treatment. In present 
circumstances, for example, an English writer might find it difficult 
to record the rise of Fascism and Nazism without even an oblique 
reference to castor-oil or Gumimikniippel, but no doubt this degree 
of detachment is still somewhat easier from the other side of the 
Atlantic. Professor Day, at any rate, seems to preserve an excellent 
balance without becoming colourless or uncritical. In the treatment 
of British problems in the inter-war period, for example, full allowance 
is made for the difficult legacy of the last war, but there is no glossing 
over the undeniable difficulties of our own making, such as labour’ S 
insistence on restrictive practices and the stubborn attachment of 
many employers to cbsolete plant and methods. A similar perspective 
is achieved in the treatment of other countries, including the always 
controversial case of Russia. A useful test in this case is to see 
what light a writer throws on Russia’s amazing resistance to the 
invader. Professor Day records that Russian industrial output in 
1934 was nearly two and a half times that of 1929, and 1938 output 
nearly double that of 1934. He also records that the Russian 
Government claimed first place in the world, 1935, in the manu- 
facture of tractors, freight cars and locomotives, 75 to 80 per cent. 
of the world’s output of tractors and harvesters, third place in Europe 
in the production of coal, first place in machine tools, and second 
place in electricity output and steel production, adding only: 

‘ Critics will not accept these claims at their face value but cannot 
give any exact measure by which they should be discounted.”’ If it is 
assumed that the rate of discount should be a very low one, recent 
events become more readily explicable. An interesting feature of 
the book is that it does not confine itself to the great powers but 
deals also with Spain, Italy and Ireland. Developments are pre- 
sented in the round. There is no attempt at the profundity and 
detail of, for example, Professor Clapham’s monumental studies, 
but for that very reason the work will be the more welcome to 
students and to the general reader, interested only in general trends. 
The book runs to nearly 750 pages and is beautifully produced. 


W. M. D. 





— 


ge 





Ce 


in 





BOOKS 205 


Publications Rented 
“Studies in Mathematical Economics and Econometrics.” Edited 
by LANGE, McINTyrRE and YwntemA. (University of Chicago 
Press and Cambridge University Press. Price 15s.) 

THROUGH the death of Henry Schultz in 1938, the University of 
Chicago lost an outstanding economist. In this memorial, twenty of 
his co-workers in the United States, England, France and Holland 
have contributed studies in mathematical economics and econo- 
metrics, the underlying theme being the statistical measurement of 
economic relationship. The book fully lives up to its rather forbidding 
title and calls for an advanced knowledge of mathematics and 
statistical method. 

“As We Saw It in Prague,” By Dr. O. LEcHNER. (Allen & Unwin. 
Price 7s. 6d.) 

A READABLE discussion, in the form of a dialogue between a 
Civil Servant and two bank officials, of the events leading up to the 
present war, as seen from a Czech point of view. Mainly political, 
but contains some interesting sid: lights on financial matters. It is 
suggested that Dr. Schacht’s pose as an anti-Nazi was deliberately 
adopted (in collaboration with the Gestapo) to mislead foreign 
opinion. The managers of the Bank for International Settlements 
in Basle, it is definitely stated, were aware that the letter requesting 
the return of the Czech gold had been written under pressure of the 
Reichsbank. 

“Monetary Systems and Theories,” By G. D. H. Core. (Rotary 
International. Price 6d.) 

AN admirably simple resum? of monetary theory. No views 
about money can hope to be universally accepted, but Mr. Cole’s 
treatment would certainly command a very wide measure of agree- 
ment among economists today. The pamphlet would be extremely 
useful to students of b aes” 

“What About Business?” By joHn Gtoac. (Penguin Special. 
Price gd.) 

Mr. GLoaG sets out by posing the vital but neglected question : 
in what conditions can enterprise flourish, so that people can make 
the best use of their lives to advance and enrich civilization ? It is 
a question that invites all kinds of doctrinnaire answers, but Mr. 
Gloag has a more interesting approach, His search for the answer 
carries his readers on an interesting tour, with glances at the 
fate of enterprise in past civilizations and the special need for it in 
the “‘new industrial revolution ”’ based on new materials such as 
plastics. An unusual amount of good sense is crammed into less 
than a hundred pa ages, : and al reasonable men must appreciate the 
force of Mr. Gloag’s contention that necessary conditions for 
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enterprise are equality of opportunity with adequate reward for 
ability. So far as it goes, the answer is sound ; but is it complete ? 
Mr. Gloag’s conditions might conceivably be satisfied in various 
kinds of industrial set-up not usually regarded as conducive to 
enterprise, such as monopoly, syndicalism, and protectionism. In 
avoiding current controversies, Mr. Gloag seems somewhat to have 
over-simplified the issue ; the technical economic questions simply 
cannot be ignored. But it is a stimulating little book. 





Appointments and Retirements 


3ank of England 

Mr. Norman Redfern has been appointed a deputy chief cashier, 
and Mr. F. C. Hawker, an acting deputy chief cashier. Mr. Redfern 
has been acting deputy chief cashier for two years, and was formerly 
an assistant chief cashier for twelve years. Mr. Hawker is well 
known to many City people in connection with his work on the 
exchange control side of the Bank’s activities. 

Glyn, Mills & Co. 

Colonel Eric Gore Browne, the subject of our frontispiece this 
month, has been appointed chairman of Glyn Mills and Co. He 
became a managing partner of the bank in 1923, is deputy chairman 
of the Southern Railway Company, a director of Alexander’s Discount 
Co. and of Gallaher, Ltd. At the end of 1942, he became Rubber 
Controller. Since 1914, Colonel Gore Browne has been chairman 
of the Committee of Management of Bankers’ Health Insurance 
Societies. He served with distinction in the war of 1914/18, gaining 
the D.S.O. and the Croix de Guerre. In 1939 he was awarded the 
O.B.E., and in the same year became Colonel of the Leicestershire 
Yeomanry, of which he had been Lieut.-Colonel for the previous 
five years. Since 1938, he has been additional aide-de-camp to the King. 
Lloyds Bank 

Head Office: Mr. H. R. Huckstepp and Mr. A. E. Clay, hitherto 
assistant accountants, to be accountants in succession to Mr. P. T. R. 
Gillett, who is retiring, and Mr. W. Logan, deceased. Birmingham 
District Office: Mr. T. J. Score, from Colmore Row, is appointed 
district manager in succession to Mr. P. J. Nott, who is retiring ; 
Mr. W. Crook, from Redditch, to be district manager’s assistant. 
City Ofice: Mr. R. E. H. Norris, hitherto a sub-manager, to be an 
assistant manager. 

District Bank Board 

Sir Samuel Turner has been appointed to succeed the late Mr. 
Francis J. Dickens as deputy chairman of District Bank. Sir Samuel 
who was already a director of the bank, is chairman of Turner 
and Newall and associated companies. 








